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Address by Derek O'Neill

Billabong's Chief Executive Officer

| am pleased to report that Billabong has recorded a net profit after 1ax of $87 million, up 14%
on the previous year. Eamings per share grew 13% to 43 cents. The company has lifted its
second half dividend to 14 cents per share to take the full-year dividend to 26.5 cents a share
fully franked. This is up 13% on the prior year's 23.5 cenis a share. The annual dividend
payout rafio has been maintained at 62%.

Total reported sales in Australian dollars were $675 million, representing 8% growth.
Underlying sales growth in local currencies was 21%, reflecting the intemational nature of our
business.

Group EBITDA margins lifted to 21.4% from 20.1%, with strong improvements in both the US
and Australasia. Cashfiow from operations increased 33% to $66.6 million.

US sales were up 7% in Australian dollars and EBITDA margins improved to 18.8% from
18.4%. The strength of the US performance was evident in local currencies where sales were
up 30%. Australasian sales grew 14% with the EBITDA margin lifing to 26.9% from 22.9%.
European sales grew by 5% in Australian dollars, or 13% in local currencies, in a difficult retait
environment.

Among the brands, Biflabong was very strong, Element continued to grow and now accounts
for 12% of group sales as reported in Australian dollars, Von Zipper maintained its penetration
into new markets and Honolua Surf Company was added to the mix.

Overall it has been a very exciting year. Through all of this outstanding growth the company
maintained its core brand values. Authenticity, consistency and innovation remain key
elements in the success of Biflabong, as does the company's ability to foster a retail
environment that gives the end customer a total brand experience. Billabong continues to
attract the right mix of youth and experience among its employees to ensure these same
challenges are met into the future.

THIS IS NOT AN AUDITED DOCUMENT
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AMERICA

Billabong has maintained exceptional growth in the US in both the men's and women's
markets. Sales revenue was up 7% in Australian dollars, or 30% in local currency, from
US$176 million to US$229 million. EBITDA in local currency was $43 million, an increase of
33% on the prior year. EBITDA margins sirengthened to 18.8%, up from 18.4%, refiecting
management's continued focus in this area. Billabong experienced strong sell-through at retail.

Product design, coupled with strong marketing campaigns, has increased the awareness of
Billabong and underpinned brand momentum. Men’s boardshorts remained as strong as ever,
slim-fitted tees and shirts were popular and vibrant colours are starting to emerge. Important
areas in girl's included denim and printables, with layering a strong trend. Colours are also
emerging in women's and this is a natural direction for surf,

Element achieved success across the US as the range continued to evolve. Revenues were
up in excess of 50% in North America. The growth was experienced across the country, with
athiete appeat a primary driver. Apparel continued to strengthen and Element hardgoods sold
at record levels.

Von Zipper continued to penetrate the market, with product development the key to its growth.
Honolua Surf Company remained on target and made a mid single-digit contribution to US
sales growth,

Billabong's established distribution strategy remained unchanged, with the sales growth
primarily flowing from independent specialty retailers. Retail fioorspace allocated to Billabong
continued to increase in response to strong demand.

Billabong's Canadian business maintained its excellent growth rate with revenues increasing

above 50%. Brazil showed the benefit of stronger management introduced in September to
post a 63% increase in revenue and an improved matgin,
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EUROPE

Billabong Europe had revenue growth of 5% in Australian dollars, or 13% in local currencies
from $83 million Euro to $94 million Euro. EBITDA of $17 milfion Euro was 8% higher than the
priof year,

Standout regions during the period were Italy, where strong boardshort sales led to revenue
growth, and Germany, where revenue grew more than 50% off a low base.

Key product categories in men'’s included raw and over-dyed customized denim and slim-fitting
t-shirts, while there was also a movement towards graphics on both the inside and outside of
garments. In girl's, vibrant washed-back colours and layering were sfrong, as were tops with
print and embroidery combinations.

EBITDA margins were softer at 18.1%, down from 18.9%. The general trading environment
was challenging after a difficult winter, particularly with the strengthening Euro and shifting
price points. Our performance in managing these changes was uneven from region to region.
A change in senior management was implemented during the peried, with Peter Casey
appointed as European general manager. Mr Casey has worked in many facets of the
business over the past 20 years and was head of the company's Central Sourcing operation
before shifting to Europe.

Among the brands, Element continued to show its intermational reach with revenue continuing

to grow, Von Zipper continued 1o gain market acceptance. Growth in both brands was off a low
base.

Looking forward, it is anticipated the management restructure will lead to an improved
performance from Billabong Europe. This should become apparent in the second half of the
2004/065 year.

THIS IS NOT AN AUDITED DOCUMENT
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AUSTRALASIA

Australasia performed very strongly. Sales grew 14% to $193 million. EBITDA margins were
up to 26.9% from 22.8%, with the improvement attributed to better sourcing techniques and a
positive FX contribution. EBITDA of $52 miflion was up 34% on the prior year.

Australia performed exceptionally well, with double-digit revenue growth and retailer feedback
indicating Billabong earned greater market share and an elevated in-store presence. Girl's
apparel continued its impressive growth of the past 18 months, with product design being the
driver. Key categories in girl's included t-shirts, worked-over denim and accessories. In men’s,
the continued evoiution of graphics has broken down all artwork placement boundaries and
Australian ranges reflect this new direction. Weather-beaten colours were strong, while
washed-out denim remained imporiant.

Former national sales manager Shannan North has been promoted to the role of Austratian

general manager. He is highly regarded among retailers and brings strong brand expertise to
the position.

Among the brands, Element performed strongly, with range evolution and hardgoods
contributing 1o the growth. Revenue for Von Zipper almost doubled, with good sales growth in
its eyewear being matched by increased apparel sales, particufarly t-shirts and other tops.

Elsewhere in the region, Japan continued to emerge as a key regional market. Sales revenue
was up 30% in local currency at an increased margin. New Zealand experienced revenue
growth of 42% in local currency, with the increase including contributions from a new flagship
Billabong store which opened in December in a prime retail location in Auckfand.

THIS IS NOT AN AUDITED DOCUMENT
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" OTHER REGIONS

The contribution from Central Sourcing in the development of Billabong's smaller regions has
been exceptional. It ensures Billabong products are globally consistent which, in tum, provides
significant marketing synergies.

Billabong South Africa retained its market leading position and its performance was boosted by
the region’s sironger local currency. This has allowed Billabong South Africa to tap into the
production of Billabong in other regions to deliver a consistently higher quafity product.

Billabong Bali experienced strong trading, with sales volumes and growth rates now above
those achieved before instability in the region in 2002.

Other regions where Billabong showed strong improvements were Israel, Argentina, Peru,

Singapore and Turkey. There are positive results also emerging from early trading in Dubai
and Saudi Arabia.

THIS IS NOT AN AUDITED DOCUMENT
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OTHER BRANDS
- Element

Element maintained its position as one of the most progressive brands in the global
boardsports channel. Global revenues grew 69% in local currency terms, with Element now
contributing 12% of the group's sales as reported in Australian dollars. Margins for Element
remained very strong and, by utilising various synergies from within the group, were either in
line or exceeding those of Billabong. Softgoods remained the major contributor to sales,
accounting for 75% of Element's revenue, while hardgoods experienced strong demand.

- Von Zigper

Von Zipper has maintained its quirky market appeal by fusing influences from music and art
with traditional surf and snow-inspired design. VZ eyewear is gaining good market acceptance
and is starting 1o bite into the market share of other more established eyewear brands.

Revenue for both eyewear and apparel is building and represents 2% of group sales, while the
EBITDA margin for Von Zipper continues to imprave. Von Zipper now has a strong platform for
future growth.

Honolua

The acquisition of Honolua Surf Company was completed through the year, with the brand
contributing to group revenue from December.

Honolua Surf Company'’s retail stores are performing well and good results are emerging from
a larger store that opened in Hawail’s Waikiki in June. A further three stores have also opened
since the close of the financial year. The resources and infrastructure of Billabong are now
being implemented into Honolua Surf Company to broaden its retail mix. This is expected to
contribute to further growth and profitability of Honolua Surf Company.

It is anticipated that Honolua Surf Company will achieve success outside of its traditional home
base of Hawaii. The official launch of the brand will take place at surf apparel trade shows in
the US in September 2004.

We have recruited well from within the surf apparel industry in the areas of design, sales and

brand management and this has instilled further confidence in the future performance of the
brand.
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MARKETING

It has been a memorable year for Billabong. The company continued to stage surfing events at
the highest level, with its three key World Championship Tour surfing events giving the brand
high visibility within its core market. Team rider Andy Irons won his second consecutive world
fitte and is currently leading the ratings in pursuit of his third title. He is well supported by
former world champion Mark Occhilupo, Joel Parkinson, Tai Burrow and Luke Egan, as well as
a host of sponsored junior athletes around the globe. These surfers represent the feel of
Billabong and support marketing directions internationally.

The Billabong World Junior Surfing Championships were held in Sydney in January, with the
event indicative of the company’s leadership in the development of the sport's grassroots.

Billabong was highly visible through the rollout of the Billabong Odyssey movie at select
cinemas in Austraia, the US and Europe. At a local level, the continued close partnership with
Channel [V] and Billabong resulted in the Channel [V] Billabong Bus tour earning awards for
innovative TV programming.

Point of sale marketing and in-store merchandising remained a key focus during the year,
while the company's overall marketing spend continued to expand in line with Billabong's
revenue growth.

RETAIL

Billabong's retail presence continued to expand, with company-owned outlets opening in key
markets including France, Spain and New Zealand and a licensed operation in the Sydney
CBD. Billabong has significantly increased its expertise in retail through the acquisition of
Honelua Surf Company. Billabong will continue to utilise that new capability in a controfled
manner. As at the close of the reporting period the company owned 49 retail stores, including
20 Honolua Surf Company stores.
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SUMMARY and OUTLOOK

The 2003/04 financial year was a peried of exiremely strong trading, with increases in all key
indicators including revenue, margins and eamings per share. Forward orders indicate that the
strong performance is continuing into the current year,

The 2003/04 financial year was adversely affected by currency impacts which masked the
underlying strength of the business. Considering this strength and the current levels of the
Australian dollar, the company anticipates that, barring any unforeseen circumstances, both
net profit after tax and EPS will grow in the vicinity of 20% in 2004/05.

As evidenced through the Honclua Surf Company purchase, Billabong remains opportunistic
in relation to future acquisitions.

A key resource in the delivery of Billabong's business goals is the company's staff. Billabong
has an excellent pool of enthusiastic and innovative employees, now numbering about 1350
internationally, and | thank them for their contribution to this year’s outstanding results,

Billabong’s core business philosophy remains etemnally consistent. The company is committed
to brand integrity, product innovation, core marketing of athletes and events, focused
distribution through specialist surf and boardsports retailers and customer service. We
maintain our commitment to this philosophy as a means of delivering consistent value to our
shareholders.
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Address by Shayne Palfreyman

Billabong’s Chief Financial Officer

Thank you Derek and good afternoon everyone.

Table 1: Consolidated Results

« The reported NPAT of $87.0m represented an increase of 14.2% over the prior year,
which was a strong result taking into account the FX movements in the period. The
components of this result include:

+ Revenue of $674.7m represented a 8.3% increase over the prior year, which was
negatively impacted by the stronger AUD against the USD and EURO. Adjusting for
the currency impact revenue growth was strong at 20.7%.

+ Consolidated gross margins at 49.0% were significantly in excess of the prior year
(45.8%).

The gross margin improvement was atiributable to three areas:

- increased purchasing power due to the higher AUD against the USD, which
contributed 25% of the total margin improvement. Nole that the benefit of a
stronger Euro was negated by terms passed on to European retailers and thus did
not contribute to matgin improvement.

- Improved pricing due to focus on garment design (particufarly in the USA
operation).

- Improvements in the supply chain (including lower pricing and logistics costs).

« EBITDA of $144.1m represented a 15.0% increase over the prior year ($125.3m).
However, when viewed in local currencies the consolidated EBITDA growth was
27.0%.

+ EBITDA margins of 21.4% improved from the prior year's 20.1%.

« Retum on equity increased to 15.6% representing an 11.1% increase over the prior
year and was delivered on a debt/equity ratio of 16.4%.

« Earnings per share was 43.0 cents, an increase of 12.9% on the prior year.
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Table 2: Depreciation, Amortisation, Interest Expense and Taxation

+ Depreciation increased by 22.4% to $8.2m, and was in line with capital expenditure for the
period (including the Honolua acquisition).

+ Net Interest expense decreased to $5.2m reflecting:

- The replacement of the US Debtor Factoring Facility as a finance source.
- Lower interest rates on USD denominated borrowings.

+ Income {ax expense of $40.8m represents an effective rate of 31.9% which is an
increase on the prior year's effective rate of 30.0%.

Table 3: Statement of Financial Position
+  Working capital (including factored receivables) at $157.4m increased 17.6%, which was
in line with expectations and the revenue growth rates achieved for the period.

+ The doubtful debts provision at $9.6m remains conservative in accordance with company
policy.

+ Both net debt levels ($95.1m) and debt/equity ratio of (16.4%) remain similar to the prior
year. _

« Interest cover has increased fo an exceptionally strong 25.5 times due to a fower interest
expense.
Table 4: Cashflow Statement

+ Cashflow from operations of $66.6m represents a 33.5% increase after adjusting for
Factoring Facility changes in the prior period.

Il now hand back aver to Derek for some further commenis.
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The fellowing tables should be read in conjunction with the Address by Billabong’s Chief Executive
Officer and Address by Billabong’s Chief Financial Officer as set out in the Full Year Results
Summary.

CONSOLIDATED RESULTS

Consolidated Results

smormse vonzipper  elementl  cssccsein

Resuits in Constant Currency
« Sales Revenue* 674.7 558.8 20.7
« EBITDA* 144.1 113.5 27.0

* 2003 results have been adjusted assuming local currencies were transiated at the same
rates as for 2004

Resulits as Reported

+ Sales Revenue

EBITDA
EBITDA Margin

NPAT

Return on Equity

Earnings per share
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Depreciation, Amortisation,
Interest Expense and Taxation

Depreciation
Amortisation
Interest Expense

Tax Expense
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Statement of Financial

Position

Working Capital

EMAEERTRES  VDNZIoper.

Factored Receivables (incl. in other Debtors) 454

Trade Debtors

Inventory

Creditors

Gearing Levels

« Borrowings {net)
« Debt/Equity Ratio

« Interest Cover
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121.1
166.5
103.5
{(112.8)

157.4

95.1

16.4%

25.5 times

elementlll semcrcsingn

84.2
17.6%

16.4 times
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Cashflow Statement

Reported Cashflow from Operations

Factoring Adjustment®

Payments for Plant and Equipment

Honolua Acquisition

* From 2003 onwards drawdowns for working capital were drawn from 2 (less expensive}
Bank Finance Facility (disclosed as “Cashfiow from finance”}, whereas in prior years working
capital was drawn from a factoring facility {disclosed as “Cashflow from Operations”). This
had a one-off effect on the Cashflow Statement disclosures which has been adjusted to
enable a direct comparison.
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SEGMENT & BRAND RESULTS

American Segment :
VONZipper. element@ %M%Wm

Results in USD

+« Sales Revenue 228.5 175.7

« EBITDA 43.1 323

Results as Reported (in AUD)
« Sales Revenue 3234 302.8
« EBITDA 60.9 55.7

+» EBITDA Margin 18.8% 18.4%
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European Segment

Resuits in Euro
+ Sales Revenue

« EBITDA

Results as Reported (in AUD)
+ Sales Revenue 158.9 151.0
«  EBITDA 28.8 28.5

+ EBITDA Margin 18.1% 18.9%

Australasian Segment

pmtamsseel vorzipper  elememttl  sseacmno

Results as Reported
+ Sales Revenue 192.7 169.1

« EBITDA 51.8 387

EBITDA Margin 26.9% 22.9%
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Element Brand ' i
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« Very strong revenue growth in excess of 85% for the period in local currencies.

« EBITDA margins are in line with the Billabong brand,

Von Zipper Brand

« Revenue growth of 45% in local currencies continues the brand momentum.

« EBITDA margin in the mid-teens was a pleasing result.

2005 FX Impacts

- Ll 7o i w
emsmsseeed vonzipper elementld  sssemcosmasn

As stated previously, the short term impact of currency movements on the 2005
result (profit translation) is as follows:

1 cent increase in the average rate for the AUD against the

USD = decrease NPAT by 0.6%
EURO = decrease NPAT by 0.4%
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Directors' Report : .

Your Directors present their report on the consolidated entity consisting of Billabong International Limited and the entities it
controlled at the end of, or during, the year ended 30 June 2004.

Directors
The Directors of Billabong International Limited in office at the date of this report are:

G.M. Pemberton AC
D. O'Neill

M.A. Jackson AC
E.T. Kunkel

F.A. McDonald

G.8. Merchant

C. Paull

P. Naude

All Direttors held office during the whote of the financiat year and up to the date of this report.
Principal Activities
During the year the principal continuing activities of the consolidated entity consisted of the wholesaling and retailing of

surf, skate and snow appare! angd accessories, and the licensing of the Billabong Group trademarks to specified regions of
the world.

Dividends

Dividends paid to members during the financial year were:

$'000
e  Final ordinary dividend for the year ended 30 June 2003 of 12.5 cents per fully paid shares paid 25277
on 10 November 2003
o Interim ordinary dividend for the year ended 30 June 2004 of 12.5 cents per fully paid share paid 25,353
on 14 April 2004
50,630
Final ordinary dividend for the year ended 30 June 2004 of 14.0 cents per fully paid share declared by
Directors and payable on 8 November 2004 for shareholders at record date of 25 October 2004 28,486

Review of Operations

A summary of consolidated revenues and results by significant geographical segments is set out below:

Segment revenues  Segment EBITDA

$'000 $°000

Australia/NZ/Japan 192,684 51,754
America 323,139 60,930
Europe 158,806 28,832
Rest of the World 2,616 2,616
677,345 144,132
Less Interest (5,210)
Depreciation and Amortisation {11.,045)
Profit from ordinary activities before income tax expense 127,877
Income tax expense {40,842)
Profit from ordinary activities after income tax expense 87,035

Comments on the operations and the results of those operations are set out below:

Profit after tax for the year ended 30 June 2004 of $87 million was up 14% on the previous year, a strong result considering
the negative impact on overseas earnings by a rising AUD. Revenue of $675 million represented an increase of 8% for the
full year, or 21% in local currencies. At a segment level, revenue in America was up 30% in USD, Australia was up 14% and
Europe up 13% in Euro. Consolidated gross margins at 49% were considerably higher than the prior year's 45.9%. EBITDA
lifted 15% to $144 million or 27% in local currencies. The American segment was a highlight with EBITDA growth in local
currency of 33%. The consolidated EBITDA margin increased to 21.4% from 20.1% in 2003,
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Directors’ Report : :

Review of Operations {continued)

America

American sales totalled $228 million USD, up 30% on the prior year. American EBITDA totalled $43 million USD
representing a result 33% higher than the prior year. The American EBITDA margin was 18.8% of sales, up from 18.4% in
the prior year.

In Australian dollars, US sales were up 7% to $323 million. EBITDA of $61 million was 8% higher. Element continued to
penetrate the market and its sales now account for 12% of group revenue as reported in Ausfralian doliars, while the
Billabong brand maintained its position as the driver of sales in the region.

Both men’s and women's apparel and accessories fraded strongly during the year.

Canada continued to grow strongly, with revenues in local currency up in excess of 50%. Brazil posted a similarly strong
result.

Europe

European sales totalled €94 million, a result 13% higher than the prior year. European EBITDA for the year totalled €17
million representing a result in Euro terms 8% higher than the prior year.

In Australian dollar terms, sales revenue from Europe was $159 million, representing an increase of 5% on the prior year.
EBITDA was up marginally to $28.8 million, while EBITDA margins eased to 18.1% from 18.9% in the previous year.

The general trading environment in Europe was challenging after a difficult winter and the company's performance in
managing these changes was uneven from region to region. A new general manager for Europe was appointed through the
year.

Spain remained the key territory in the region, while ltaly and Germany grew strongly from a lower base.

Australasia

Australasian revenue for the period was $193 million, up 14% on the previous year. EBITDA of $52 million was 34% higher
than the prior year, while the EBITDA margin increased sharply to 26.9% from 22.9%.

Australia was a standout region recording double-digit sales growth, with girl's apparel continuing to grow strongly. Element
and Von Zipper both posted solid gains.

Elsewhere in the region, revenues in local currencies were particularly strong with Japan up in excess of 30% and New
Zealand up 42%.

Statement of Financial Position, Cash Flow ltems and Capital Expenditure

Working capital (including factored receivables) at $157.4 million increased 17.6% for the period, which overali was
satisfactory given the revenue growth. Capital Expenditure of $24.5 million or 3.6% of sales includes the purchase of
Honolua ($11.5 miflion) and was in accordance with expectations. Net debt remained constant at $95.1 million, but is stif}
relatively low at a debt to equity ratio of 16.4% and interest cover of 25.5 times.

Cashflow from operations of $66.6 million represents a 33.5% increase after adjusting for factoring facility changes in the
prior period.
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Review of operations {continued)

Significant changes in the state of affairs
There were no significant changes in the state of affairs of the consclidated entity during the financial year.
Likely developments and expected results of operations

The outlook for 2005 is for consistent growth maintaining strong margins. The Company axpects strong net profit growth of
around 20% driven by continuing robust revenue growth in the Americas and Australasia and more moderate growth in
Europe.

Further information on likely developments in the operations of the consofidated entity and the expected resuits of operations
have not been included in this report because the Directors believe it would be likely to result in unreasonable prejudice to
the consolidated entity.

Environmental regulation

The consolidated entity is not subject to significant environmental regulation in respect of its activities. The consolidated
entily outsources the manufacture of more than 98% of its product and therefore its environmental focus is directed towards
its Supplier Policy which seis out the standards that all suppliers must meet. All factories that manufacture for the
consolidated entity are comprehensively evaluated annually for their environmental performance, and evaluation criteria used
includes compliance with local laws and regulations, effluent discharge systems, waste water systems, emission controls and
control of hazardous substances.

Meetings of Directors

The numbers of meetings of Directors (including meetings of committees of Directors) held during the year ended 30 June
2004, and the number of meetings attended by each Director were as follows:

Full meeting of Audit committee Nominations Human Resource
Directors committee and Remuneration
committee
Held Attended Held Attended Held Attended Held Attended

G.M. Pemberton 9 9 3 3 1 1 2 2
D. O'Neili 9 * * * * * »
M.A. Jackson 9 9 3 3 1 1 2 2
E.T. Kunkel 9 8 3 3 1 1 2 2
F.A. McDonald 9 9 3 3 1 1 2 2
G.S. Merchant 9 8 3 3 1 1 2 2
C. Paull 9 9 3 3 1 1 2 2
P. Naude 2] 9 » * * * * *

* Not a member of the
relevant committee
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{nformation on Directors

Director Age

Gary Pemberton AC 64
Non-Executive
Chairman

Director since
4 July 2000

Derek O'Neill 41
Chief Executive
Officer

Director since
5 March 2002

Margaret Jackson 51
AC

Non-Executive

Director

Director since
4 July 2000

Ted Kunkel 61
Non-Executive
Director

Director since
18 February 2001

Allan McDonald 64
Non-Executive
Director

Director since
4 July 2000

Gordon Merchant €0
Non-Executive
Director

Director since
4 July 2000

Paul Naude 48
Executive Director

Director since
14 November 2002

Colette Paull 53
Non-Executive
Director

Director since
4 July 2000

Experience

Gary Pemberton was previously Chairman of TAB
Limited, Qantas Airways Limited and Brambles
Industries Limited, and a director of Commonweaith
Bank of Australia, CSR Limited, John Fairfax Holdings
Limited, Rio Tinto Limited, Queensland Investment
Corporation and NM Rothschild Australia Pty Lid.

Derek O'Neill was appointed as Chief Executive Officer
effective 1 January, 2003. He has previously held
senior management positions with Billabong, including
General Manager of Billabong's European operations
from 1982-2003. in 2002, Derek was awarded a
Chevalier d'Ordre de Merite Nationale for services to
business in France.

Margaret Jackson is Chairman of Qantas Airways
Limited, Deputy Chairman of Southcorp Limited and a
director of the Australia and New Zealand Banking
Group Limited and John Fairfax Holdings Limited. She
is a former director of The Broken Hill Proprietary
Company Limited, Pacific Dunlop Limited, and a former
partner of KPMG Peat Marwick's management
consulting division. Ms Jackson is also Chairperson of
Methodist Ladies College and former Chairman of
Playbox Theatre Company.

Ted Kunkel was previously the President and Chief
Executive Officer of Foster's Group Limited and
Associaled Companies. He has extensive international
business experience.

Allan McDonald has extensive experience in the
investment and commercial banking fields and is
presently associated with a number of companies as a
consuitant and company director. Mr McDonald is
Chairman of Australian Leisure and Hospitality Group
Limited and Ross Human Directions Limited. His other
directorships include, Brambles Industries Limited, DCA
Group Ltd and Multiplex Limited.

Gordon Merchant founded Billabong’s business in 1973
and has been a major stakeholder in the business since
its inception. Mr Merchant has extensive experience in
promotion, advertising, sponsorship and design within
the surfwear apparel industry.

Paul Naude was appoinied President of Billabong's
American operations in 1998 and established Biliabong
USA as a wholly owned activity in North America. He
has been involved in the surfing industry since 1973
with extensive experience in appare! brand manage-
ment.

Colette Pauli was one of the earliest employees of the
Billabong business in 1973. Since that time, Ms Paull
has been broadly involved in the development of
Billabong’s business from its initial growth within
Australia to its expansion as a global brand. Ms Paull
previously held the position of Company Secretary until
1 Cctober, 1999.

Particulars of Directors’
interests in Billabong
international Ltd

Ordinary Options
Shares
12,575,966* o
682,103 244,518
228,656 w—
44,466 -
122,500 .
44,683,444* -
2,035,947 294,232
1,357,651* -

Billabong International Limited
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Directors' Report . .

* In addition to the above holdings, each of Gordon Merchant, Colette Paull and Gary Pemberten (*Option Holders”) held an
interest at 30 June 2004 of 1,023,777 (2003: 2,071,268) shares issued to employees under the Billabong Executive Share
Plan. Each of the employees was required to enter into a Call Option Agreement with the Option Holders, being persons
associated with the founding shareholders or vendors at the time of listing in August 2000.

Where an employee ceased to be employed by the Company within four years from the time the shares were issued in
August 2000, the Call Option Agreement gave the Option Holders the right to purchase all of the shares issued for $1.00
pursuant to the Executive Share Plan.

The Call Option Agreement expired in August 2004, and all 1,023,777 shares vested.

Directors’ and managers’ emciuments

The Human Rescurce and Remuneration Committee is responsible for determining and reviewing remuneration
arrengements for Non-Executive Directors, Executive Directors and the management team. The Committee assesses the
appropriateness of the nature and amount of emoluments on a periodic basis by reference to relevant employment market
conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a high quality Board
and executive. The committee formulates proposals for shareholder consent as appropriate from time fo time. The Human
Resources and Remuneration Committee reports to, and make recommendations to the full Board in relation to Directors'
and managers’ emoluments.

As well as a base salary, remuneration packages include superannuation, performance-related bonuses and fringe
benefits. 1t is intended that the manner of payment chosen will be optimal for the recipient without creating undue cost for
the Company. Executive directors and managers are also eligible to participate in the Billabong Executive Incentive Option
Plan.

Share options have been issued:
{a) in part consideration of an acquisition, or
(b} to executive directors and managers, which may be exercised where performance has met specified criteria.

Remuneration packages are set at levels that are intended fo attract and retain managers capable of managing the
consolidated entity’s diverse operations.

Remuneration and other terms of employment for the Execufive directors and managers are formalised in service
agreements. Remuneration of Non-Executive directors determined by the Board is within the maximum amount approved
by the shareholders from time to time.

Details of the nature and amount of each element of the emolument of each Director of Billabong International Limited and
each of the five managers of the Company and the consolidated entity receiving the highest emolument for the financial
year are as follows:

Emoluments of Directors of Billabong International Limited

2004 Primary Post- Equity
employment
Non-
Cash salary Cash monetary Super-
Name and fees Bonus benefits annuation Options Shares Total
$ $ $ $ $ $ $
G.M. Pemberton * 178,366 — 1,501 11,002 — - 190,869
D. O'Neill * 513,089 770,000 44,468 11,002 62,620 - 1,401,179
M.A. Jackson * 76,442 - 1,500 8,880 —~ - 84,822
E.T. Kunkel 75,000 - 1.497 — — - 76.497
F.A. McDonald * 101,923 - 1,495 9,000 — - 112,418
G.S. Merchant * 76,442 . 1,513 8,880 - — 84,835
C.Paull* 76,442 —— 1,500 6,880 - - 84,822
P. Naude 755,308 754,752 15,123 5618 66,788 — 1,597 587
Total 1,863,010 1,524,752 68,597 57,262 129,408 - 3,633,029
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Emoluments of the five most highly paid managers of the Company and the consolidated entity

2004 Primary Post- Equity
employme
nt
Non-
Cash salary Cash monetary Super-
Name and fees Bonus benefits annuation Options Shares Total
$ $ $ $ $ $ $
P.Casey * # 482,751 300,000 17,760 8,251 47,373 1,000 867,135
8. Palfreyman * 444,344 200,000 16,785 11,002 - 44,353 -~ 716,484
S. Wilson 481,123 106,082 17,232 — 33,609 1,000 630,046
J. Schillereff 469,328 28,289 22,328 3,963 56,100 1,000 581,008
R. Sanders 403,069 106,082 21,232 4,849 34,359 1,000 570,591
Total 2250615 740,453 95,337 28,065 215,794 4,000 3,374,264

* Includes 53 weeks pay.
#  Includes $150,000 transfer allowance cash salary

*Managers” are employees who are involved in, concemed in, or who take part in, the management of the affairs of
Billabong International Limited and/or related bodies corporate.

Share options granted to Directors and the most highly remunerated officers

There were no options over unissued ordinary shares of Billabong International Limited granted under any employee
incentive plan during or since the end of the financial year to any of the Directors or the 5 most highly remunerated
managers of the Company and consolidated entity as part of their remuneration.

Mr J. Schillereff received 15,289 options since 1 July 2003 to the date of this report as part consideration for the sale to
Billabong of assets comprising the Element Skate operation.

Shares under option
Unissued ordinary shares of Billabong International Limited under option at the date of this report are as follows:

Number {ssue date issue price of Expiry date
shares

Executive incentive Option Plan 2,180,776 11/08/2000 $2.60 10/08/2005
Executive Incentive Option Plan 783,894 18/06/2001 $4.90 18/06/2006
Executive Incentive Option Plan 36,837 251072001 $7.42 251072006
Executive Incentive Option Plan 57,500 28/02/2002 $9.39 2810212007
Executive Incentive Option Plan 721,000 23/08/2002 $8.10 23/08/2007
Options issued pursuant to Agreement 465,036 04/07/2001 $5.35 30/06/2006
Options issued pursuant to Agreement 59,740 10/08/2002 $7.70 08/08/2006
Options issued pursuant to Agreement 60,126 10/08/2003 $6.32 08/08/2007
Options issued pursuant to Agreement 43 8090 10/08/2004 $7.89 08/08/2008
Total 4,402818

Options issued under the Billabong Executive Incentive Option Plan are not transferable and are exercisable in three
tranches. One third of the oplions become exercisable 24 months after the day the options are granted. Another third
become exercisable 36 menths after the day the options are granted and the last third become exercisable 48 months afier
the options are granted. Options may only be exercised if the performance criteria in respect of the options have been met
and the holder is, or is the approved nominee of, an executive director or senior manager of the Company and/or of any
company related to or associated with the Company.

The Options issued pursuant to an Agreement are exercisable in three tranches. One quarter of the options become
exercisable 24 months after the day the options are granted. Ancther half become exercisable 36 months after the day the
options are granted and the last quarter become exercisable 48 months after the options are granted. These options were
issued in connection with the acquisition of the American based Element skateboarding brand by the Company's wholly
owned subsidiary, GSM Rocket Trademarks Pty Ltd ACN 097 257 522.

No option holder has any right under the options to participate in any cther share issue of the Company or of any other entity.
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Shares issued on the exercise of options
There were 1,793,632 shares issued as a result of the exercise of options during the year.

Rounding of amounts

The Company is of a kind referred to in Class Order 98/0100, issued by the Australian Securities & Investments Commission,
relating to the “rounding off” of amounts in the Directors’ Report. Amounts in the Directors’ Repert have been rounded off in
accordance with that Class Order o the nearest thousand dollars, or in certain cases, to the nearest dollar.

Corporate Governance

In recognising the need for the highest standards of corporate behaviour and accountability, the Directors of Billabong
international Limited support and have adhered to the principles of corporate govemance. The Company's Corporate
Governance Statement immediately follows this Directors’ Report.

This report is made in accordance with a resolution of the Directors.

ﬁwg g&%@

Gary Pemberton
Chairman

Gold Coast: 23 August 2004
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Corporate Governance Statement : :

APPROACH TO CORPORATE GOVERNANCE

In March 2003, the Australian Stock Exchange (ASX) Corporate Governance Council issued its Principles of Good Corporate
Governance and Best Practice Recommendations. Your directors have welcomed the release of these Principles and have
adopted them as the basis of our responsibilities to stakehoiders, including shareholders, customers, employees and the
community.

Billabong endorses the 10 essential corporate govemance principles and meets all of the ASX Best Practice
Recommendations with the exception of:- ’

2.1 Board composition
Messrs Pemberton and Merchant are substantial shareholders. Substaniial shareholders are defined in the
Recommendations as not being independent of the Company.

2.2 Independence of Chairman
Mr Pemberton, as a substantial shareholder, is defined as not being independent of the Company. In consideration of
the particular circumstances of the Company and the background and experience of the incumbent Chairman, the
Board believes that it would be contrary fe the best interests of shareholders to preclude him from the office of
Chairman on the grounds of being a substantial shareholder.

3.1, 3.3 Code of conduct
Billabong supports and has adopted the Code of Conduct published by the Australian institute of Company Directors in
1898. The Company has not adopted a separate Code of Conduct for Billabong employees to complement the strong
ethical culture practiced.

For more information on Billabong's governance practices visit the corporate governance section on our website:
www billabongcorporate.com which includes copies of relevant policies.

ROLE OF THE BOARD

The Board is responsible for the direction and supervision of the Company’s business on behalf of the Shareholders, by
whom they are elected and to whom they are accountable. This includes ensuring that intemal controls and reporting
procedures are adequate and effective. The Direclors recognise the need to maintain the highest standards of behaviour,
ethics and accountability. The Board draws on relevant corporate govemance best practice guidelines to assist in the
oversight of the Company’s affairs.

Day to day management of the Company's aclivities, and the implementation of corporate strategy and policy objectives, is
delegated by the Board to the Chief Executive Officer and senior managers responsible to him.

The primary functions of the Board include responsibility for:

» formulating and approving objectives, goals and strategic direction for management

s monitoring financial performance including adopting annual budgets and approving financial statements

» ensuring that adequate systems of intemal control exist and are monitored for compliance

» selecting, appointing and reviewing the performance of the Chief Executive Officer and senior management

» establishing limits of authority for the Chief Executive Officer and senior management in relation to capital expenditure,
acquisitions, divestments and identified business drivers

+ ensuring significant business risks are identified and appropriately managed
+ ensuring the Campany conforms {o environmental, social and occupational health and safety requirements, and
« reporting to Shareholders on performance

Board policy requires ali non-executive Directors to participate in ali aspects of Board activities. Accordingly, all non-
executive Direclors are required to serve on all Board committees. Each Board committee is chaired by a non-executive
Director, other than the Chairman of the Company.

The Board has established an Audit Commitize, a Nominations Committee and a Human Resources and Remuneration
Committee which all operate under written charters approved by the Board and are each composed entirely of all Non-
Executive Directors. All other functions of the Board will be dealt with by the Board as a whole.

From time to time, the Board may establish special purpose committees to deal with specific issues. Special purpose
committees are dissolved when the matter at hand is resolved.

All committees have the authority to retain outside resources and specialist assistance as required to progress their
objectives.
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Matters determined by commitiees are submitted to the full Board as recommendations for decision and ratification. Minutes
of committee meetings are tabled at the immediately subsequent Board meeting.

The Board reviews its own collective performance and the procedures of the Board on an ongoing basis. The Chairman
meets privately with each Director as appropriate to discuss Company matters and individual and collective performance of
Directors. The Chairman’s performance is subject to review by the Board.

BOARD COMPOSITION AND SIZE

The Constitution of the Company provides that there will be a minimum of three directors and a maximum of ten directors.

The composition of the Board is determined in accordance with the following principtes and guidelines.

« The Board should comprise a majority of Non-Executive Directors
e The Chairman should be a Non-Executive Director
+ The Board should comprise Directors with an appropriate range of qualifications and expertise

The terms and conditions of the appointment and retirement of Non-Executive Directors are set out in a letter of appointment.
The appointment letter covers the following matters:

. the level of remuneration

. the tenure of appointment

. the expectation of the Board in relation to attendance and preparaticn for ail Board meetings
. the Directors' code of conduct

. the procedures dealing with conflicts of interest, and

. the procedures goveming the availability of independent advice

Non-executive Directors do not receive retirement benefits (other than statutory superannuation payments), do not receive
bonuses or incentive payments, and do not participate on option-based or other incentive schemes for employees.

The Board shall meet as often as required to attend to the affairs of the Company. Proceedings will foliow meeting guidelines
set down to ensure all Directors are made aware of, and have available to them all necessary information enabling them to
participate in an informed discussion of all agenda items.

Non-executive Directors meet for a period of time during each Board meeting without the presence of management to
discuss the operation of the Board and a range of other matters.

The Chairman of the Board meets with and maintains a regular dialogue with the Chief Executive Officer on important
Company matters.

Billabong's Constitution is available on our website.
APPOINTMENT OF DIRECTORS

Nominations of new directors, recommended by the Nominations Committee, are considered by the full board. The functions
and members of the Nomination Committee are contained in this Report. The Nominations Committee uses a range of
methods fo access a wide base of potential directors, considering the range of skills and experience reguired in relation to
the:

current composition of the Board

need for independence

strategic direction of the Company, and

geographic spread and diversity of Billabong.

> & o b

The board assesses nominated directors against a range of criteria including background, experience, professional skills,
personal qualities and their capacity to commit themselves to the board's activities.
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DIRECTOR INDEPENDENCE OF MANAGEMENT

The non-execulive directors do not have any business interest or other relationship that could materially interfere with the
exercise of their independent judgement and their ability to act in the best interests of the company. Each of the non-
execulive directors is considered by the Board to be independent of management.

Non-executive directors regularly confer at scheduled sessions without management present.

ROLE OF MANAGEMENT

The Chief Executive Officer (CEO) is responsible for the overall management and profit performance of the Billabong group.
The CEO manages the organisation in accordance with the strategy, plans and policies approved by the board to achieve
agreed goals.

CHAIRMAN'S APPOINTMENT AND RESPONSIBILITIES
The chairman is appointed by the board from the non-executive directors. The chairman:

provides appropriate leadership to the board

facilitates board discussions to ensure that the core issues facing the organisation are addressed
maintains a regular dialogue and mentor relationship with the CEO

monitors board performance, and

guides and promotes the on-going effectiveness and development of the board and individual directors

* & & ¢ o

CONDUCT Of BOARD MEETINGS

The Billabong board normally holds approximately nine formal board meetings each year and will also meet whenever
necessary to carry out its responsibilities.

When conducting Biliabong board business, directors have a duty to question, request information, ralse any issue of
concem, fully canvas all aspects of any issue confronting Billabong and vote on any resolution according to their own
juggement.

CONFLICTS OF INTEREST
Directors are required to continuaily monitor any potential conflicts of interest that may arise. Directors must:

+ disclose to the board any actual or potential conflicts of interest that may exist as soon as the situation arises

. take necessary and reasonabile steps to resolve any conflict of interest within an appropriate period, if required by the
board or deemed appropriate by that director, and

. comply with the Corporations Act requirements about disclosing interests and restrictions on voting.

Directors are encouraged to discuss with the chairman any proposed board or executive appointments they are considering
undertaking and should advise Billabong of appointments to other companies as socn as possible after the appointment is
made. The same guidelines apply with respect to related party transactions including financial transactions with Billabong.
Related party transactions are required to be reported to the board and, where appropriate, raised for discussion at the next
board meeting.

ACCESS TO INFORMATION

Directors are encouraged to access members of the senior management team at any time to request relevant information in
accordance with protocols adopted by the board.

Directors are entitled o seek independent professional advice at Billabongs expense in connection with the discharge of their
duties and responsibilities in a Billabong-related matter. Prior approval of the chairman is required, which will not be
unreasonably withheld. The director shall thereafter ensure that costs are reasonable. The advice obtained must be made
available to all board members at the eariiest reasonable opportunity.

CEO & CFO ASSURANCE ON FINANCIAL REPORTS

The board receives regular reports about the financial condition and operational results of the Billabong group. The CEO and
CFO periodically provide formal statements to the board that in all material respects the company’s financial statements
present a true and fair view of Billabong’s financial condition and results.
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Corporate Governance Statement : :

BOARD COMMITTEES

The board has established a number of committees to assist in the execution of its duties and to altow detailed consideration
of complex issues. Current committees of the board are the Audit, Human Resources and Remuneration and Nominations
committees. Each committee is comprised entirely of non-executive directors, a majority of whom are independent under the
ASX Best Practice Recommendations.

REMUNERATION

Principles used fo determine the nature and amount of remuneration

The objective of the company’s remuneration reward framework is to ensure reward for performance is competitive and
appropriate for the resuits delivered. The framework aligns reward with achievement of strategic ang financiat objectives and
the creation of value for shareholders, and conforms with market best practice for delivery of reward. The Board ensures that
executive reward satisfies the following key criteria for good reward governance practices:

. competitiveness and reasonableness

. performance linked to strategic ang financial objectives.

e transparency.

in consuttation with external remuneration consultants, the company has structured a remuneration framework that is market
competitive and complimentary to the reward strategy of the organisation.

Alignment to shareholders’ interests:

. has economic profit as a core component of plan design

. the plan focuses on return on assets and key non-financial drivers of value
. attracts and retains high calibre executives.

Alignment to program participants' interests:

. rewards capability and experience

. reflects competitive reward for contribution te shareholder value
. provides a clear structure for earning rewards

. provides recognition for contribution.

The framework provides a mix of fixed and variable pay, and a blend of short and long-term incentives. At senior levels within
the group, the balance of this mix shifts to a higher proportion of “at risk” rewards.

Non-executive directors
Fees and payments to non-executive directors reflect the demands which are made on, and the responsibilities of, the non-
executive directors. Non-executive directors do not receive share options or retirement benefits,

Non-executive directors’ fees .
The maximum aggregate remuneration pool was approved by members on 4 July 2000. The Chairman’s remuneration is
inclusive of committee fees while non-executive directors who chair a committee may receive additional yearly fees.

Non-executive directors’ fees are determined within an aggregate non-executive directors’ fee pool limit.

Executive directors and managers {“executive”) pay

The executive remuneration framework has three components:

» base pay and benefits

» short-term performance incentives

. long-term incentives through participation in the Biliabong Executive Incentive Option Plan.

The combination of these comprises the executive’s total remuneration.

Base pay

Executives are offered a competitive remuneration that comprises the components of base pay and benefits, External
remuneration consultants may provide analysis and advice to ensure remuneration is set to reflect the market for a
comparable role. Base pay for executives is reviewed annually to ensure the executive's pay is competitive with the market.
An executive's pay is also reviewed on promotion.

Benefits

Executives receive benefits including health insurance and superannuation as required by the laws in the various jurisdictions
that the company operates. In certain circumstances, additional benefits (e.g. travei, accommodation etc) may also be
provided.
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Corporate Governance Statement : :

Short-term incentives
Short term incentives (STI's} vary according to individual contracts, however for high levet executives they are broadly based
as follows:

- A component of the STl is linked to the individual performance of the executive (this is based an a number of factors,
including divisional/regional budgets, key performance indicators (KPI's) and other personal objectives).

- A component of the ST is linked to the financial performance of the company or measured against budgets set at the
beginning of each financial year.

For middle and lower level management, total ST| are linked fo the individual performance (based on similar factors to those
for high level executives). All bonuses are paid in August of the following financial year.

The short term bonus payments may be adjusted up or down in line with under or over achievement against the target
performance levels. This is at the discretion of the Human Resources and Remuneration Committee.

The STl target annual payment is reviewed annually.

BOARD MEMBERS

The Directors in office at the date of this statement are:

Name Position Age
Gary Pemberton Non-Executive Chairman 64
Derek O'Neill Chief Executive Officer 41
Margaret Jackson Non-Executive Director® 51
Ted Kunke! Non-Executive Director* 81
Alitan McDonald Non-Executive Director" 64
Gordon Merchant Non-Executive Director 60
Colette Pauil Non-Executive Director” 53
Paul Naude Executive Director 48

* Denotes independent directors as defined by the ASX Corporate Governance Council ({CGC) in their paper titled “Principles
of Good Corporate Governance and Best Practice Recommendations” dated March 2003. There are six Non-Executive
Directors, four of whom are deemed independent under the CGC guidelings. There are two Executive Directors.

The Chairman of the Board is a substantial shareholder and is not independent in accordance with the definitions and
recommendations of the ASX Corporate Governance Council of March 2003. In consideration of the particular circumstances
of the Company and the background and experience of the incumbent Chairman, the Board believes that it would be contrary

o the best interests of shareholders to preclude him from the office of Chairman on the grounds of being a substantial
shareholder.

Further details of the members of the Board including their experience and expertise is set out in the Directors’ Report section
of the Annual Report.

AUDIT COMMITTEE

Audit Committee meetings are held periodically throughout the year. The members of the committee are all of the non-
executive Directors. The Chairman of the Audit Committee will be a non-executive Director other than the Chairman of the
Board. The Chief Executive Officer and Chief Financial Officer may attend at committee meetings by invitation.

The main functions of the committee are to:

* assess the appropriateness of accounting policies, practices and disclosures and whether the quality of financial reporting
is adequate

s review the scope and results of external and compliance audits
¢ maintain open fines of communication between the Board, extemal auditors and the Company's compliance officers

+ review the annual, full and concise reports, the half-year financial report and all other financial information published by
the Company or released fo the market
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Corporate Governance Statement : .

AUDIT COMMITTEE (continued)

« obtain appropriate certifications from management to support the financial accounts

» obtain specific certifications from the Chief Executive Officer and Chief Financial Officer that the financial accounis are
complete and present a true and fair view, in all material respects, of the financial conditicn and operational resuits of the
Company and Group; that the certifications are based on a sound system of intemal control and risk management which
implements the policies of the Board, and that the Cempany's risk management and internal control are being monitored
and maintained 1o ensure efficient and effective operation, in all material respects

+ assess the adequacy of the Company’s internal controls and make informed decisions regarding compliance policies,
praclices and disclosures

+ review the appointment of the external auditors, the terms of theilr engagement, the scope and quality of the audit and the
auditor's independence, and

+ review and monitor the scope of non-audit services provided by the external auditors to ensure that it consisient with the
maintenance of auditor independence

The Audit Committee will report to, and make recommendations to the full Board in relation to each of these functions.
The members of the Audit Committee during the year were:

Alian McDonald (Chairman)
Margaret Jackson

Ted Kunkel

Gordon Merchant

Coletie Paull

Gary Pemberton

HUMAN RESOURCE AND REMUNERATION COMMITTEE

The Human Resource and Remuneration Committee will meet as required. Members of the committee shall be all of the
non-executive directors. The Committee will be chaired by a non-executive director other than the Chairman of the Board.

i
The main functions of the committee will be to make recommendations to the Board on HR and Total Remuneration policy
and practices that:

+ supports the Group's overall strategy and objectives
« aftracts and retains key employees

¢ links total remuneration to financial performance and the attainment of strategic objectives

Specifically this will include:

s  Setting the terms and conditions of employment for the CEQ, including annual fixed salary levels, annual incentive
opportunity levels, employment agresments and supplemental benefits, and review from time te time as appropriate

+ Annually appraising the performance of the CEO and providing developmental feedback as appropriate

+ Setling levels of remuneration for Executive Directors (if any), including annual fixed salary levels, annual incentive
opportunity levels, employment agreements and supplemental benefits, and review from time {o time as appropriate

« Setling levels of remuneration for senior Managers including annual fixed salary levels, annual incentive opportunity
levels, employment agreements and supplemental benefits, and review from time to time as appropriate

+ Reviewing Non-executive Director remuneration with the assistance of external consultants as appropriate
+  Reviewing all equity based plans

+ Reviewing all Executive Incentive Plans

+ Reviewing the management succession program

» Reviewing key philosophies and practices relating to the remuneration and development of the Company's employees
generally

s Ensuring the Total Remuneration program and practices of the Group are designed with full consideration of all tax,
accounting, legal and regulatory requirements
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Corporate Governance Statement : :

HUMAN RESOURCE AND REMUNERATION COMMITTEE (continued)

The Human Resources and Remuneration Commitiee will report to, and make recommendations to the fuli Board in relation
te each of its functions.

The members of the Human Resources and Remuneration Committee during the year were:

Ted Kunke! (Chairman)
Margaret Jackson
Allan McDonald
Gordon Merchant
Colefte Paull

Gary Pemberton

NOMINATIONS COMMITTEE

The Nominations Committee will meet as required. The members of the commiltee shall be all of the non-executive
Directors. The Nominations Committee will be chaired by a non-executive Director other than the Chairman of the Board.

The main functions of the committee will be to:

+ Monitor and review the balance of Board skills and Director interaction

+ Identify skill sets that might be appropriate to add to the Board as Company issues change and evolve

+ Oversee the identification, and evaluation of potential appointees as and when appropriate, and

+ Ensure that adequate induction material, setting out rights and responsibilities, is available to new appointees

The Nominations Committee will report to, and make recommendations 1o the full Board in relation to each of its functions.
The members of the Nominations Committee during the year were:

Allan McDonald (Chairman}
Margaret Jackson

Ted Kunkel

Gordon Merchant

Colette Paull

Gary Pemberton

BOARD PERFORMANCE ASSESSMENT

On an annual basis the Chairman facilitates a discussion and evaluation of the board's performance. This includes
discussions about the board's role, processes, perfermance and other relevant issues. The performance of each Committee
is also reviewed.

RETIREMENT OF DIRECTORS

One-third of the directors are requires to retire by rotation at each Annual General Meeting (AGM). The directors to retire at
each AGM are those who have been longest in office since their last election. A director must retire at the third AGM since
last elected or re-elected.

A director appointed as an additional or casual director by the board will held office until the next AGM when the director may
be re-elected. This election will be in addition to any rotational retirements.

New directors are provided with a letter of appointment setting out the company’s expectations, their responsibilities, rights
and the terms and conditions of their employment.

The CEQ {who is a director on the board} is not subject (o refirement by rotation.

A director who holds any executive office with Billabong (including the CEO) ceases to be a director when they no longer hold
their executive office.
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EXTERNAL AUDITORS

The performance of the external auditors is reviewed by the Audit Committee under its charter. An analysis of fees paid to the
external auditors, including a break down of fees for non-audit setvices, is provided in the financial statements.

RISK ASSESSMENT AND MANAGEMENT

The Company is commitied to a culture of risk management and supporis a pro-active approach to managing risk and to
exploiting opportunity.

Management routinely reports against identified risk factors and the measures and strategies in place to mitigate those risks.
Procurement decisions and arrangements are subject to routine monitoring of risk.

A formal risk assessment is part of each major capital acquisition. A minimum of two post acquisition reviews are undertaken
within the first eighteen months of major business acquisitions, major capital expenses or significant business initiatives.

A further, higher level review of risk management is undertaken at least annually, as part of corporate strategy reviews
undertaken by the Board and senior management. Reviews of the Company’s strategic direction include the identification of
business and financial risks which could prevent or inhibit the Company from achieving its objectives. Management is
required to develop appropriate controls and mitigation strategies to manage those risks.

CONTINUOUS DISCLOSURE

The Company Secretary has been nominated as the person responsible for communications with the Australian Stock
Exchange {ASX). This role includes responsibility for ensuring compliance with the continuous disclosure requirements in the
ASX listing rules and overseeing and co-ordinating information disclosure to the ASX, analysts, brokers, shareholders, the
media and the public.

The Company monitors internal and external events and developments as part of its continuous disclosure responsibilities.

COMMUNICATION TO SHAREHOLDERS

The Board of Directors aims to ensure that the shareholders, on behalf of whom they act, are provided with all information
necessary to assess the performance of the Company. information is communicated to the shareholders through:

s The Annual Report, which is distributed to all shareholders (unless shareholders specifically indicate otherwise)
» The Annual General Meeting, and any other formally convened Company meetings. and

+ The Company’s Corporate Internet site at www.billabongcorperate.com, which contains a copy of the annual and half year
report and ali other announcements made to the Australian Stock Exchange

All information disclosed to the ASX is posted on the Company's web site as soon as it is disclosed to the ASX.

To minimise the risk of speculation, or non-uniform disclosure, the Company seeks to avoid any discussion with
shareholders, media, analysts, or other market operators during periods of particular sensitivity. These "black out™ periods
extend from thirty days prior to the close of the half and full year accounting periods to the time of the half and full year profit
announcements. This policy is subordinate to the over-riding requirement to respond to any development which triggers the
broader obligation to provide information, or issue statements, in the interests of a fully informed market.

Company policy on the disclosure and discussion of profit results is broadly in line with general market practice. Any
unilateral departure from generai practice would risk an adverse effect on shareholders through the share price. All
information published is posted on the Company's web site. Material from conference calis with analysts, brokers, and
institutions is similarly posted to the web site. Particular care is taken in discussions with individuals to ensure no information
is provided which is not generally available. In the event of an inadverient breach, the Company recognises the obligation for
immediate and supplementary advice to the market.
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SHARE TRADING POLICY

The insider trading provisions of the Corporaticns Law have been drawn to the attention of all Directors and senior managers.
A broadly based information programme is maintained to ensure that all Directors and senior managers clearly understand
their personal obligations in relation to prohibited dealings, including dealing when in possession of price sensitive information
not generally available to the market. The programme also covers details of penaities for breach and formal requirements for
notification to the Company.

The share trading policy requires prompt notification of dealings but does not stipulate advance notification of intended
dealings. No party (Chairman, Board, Chief Executive etc) has the power under the policy to authorise or prohibit any
proposed dealings. The policy has been constructed to ensure that circumstances do not arise which could give rise to a
relevant interest (as defined under the Corporations Act) by virtue of ability to control the dispesal of shares.

Responsibility rests with the individual to ensure they are acting within the requirements of the law and the Australian Stock
Exchange. The Company takes responsibility for an education programme to ensure the responsibilities are well understood.

The Company monitors internal events and issues to ensure conformity with continuous disclosure requirements. Subject to
normal commercial constraints, that information is available to individuals wishing to satisfy themselves in relation to their
personal disclosure obligations.

it is considered inappropriate for Directors and senior managers to regularly trade in the securities of the Company.

Dealings by senior managers and Directors are confined to three trading windows. The trading windows begin after two clear
trading days have elapsed from the date of the half and full year profit announcements, and from the date of the Annual
General Meeting. Each trading window continues for thirty calendar days.

Senior managers and Directors who sell shares within these windows are expected to do so in a manner which minimises
market impact. Guidance has been provided that the "rule of thumb” requires not more than 300,000 shares, being 30% of
the average daily tumover of approximately 1 million shares, should be traded in any one day. Further guidance is that
quantities above 1 million shares (being the nominal daily turnover) should not be sold through normat day trading, but be
subject to overnight book build, or similar mechanism, including specific identification of the vendor. Directors or senior
managers selfing shares are encouraged to advise the Chairman of any relevant reason for the sale, and whether or not they
consent to the public disclosure of such reasons.

Directors have all entered into agreements to notify the Company within three days of any dealings in the Company
securities. It is an employment condition that all senior managers notify the Company within three days of any dealing in the
Company securities.

Two non-executive Directors are substantial shareholders and have formally indicated to the Company that they have no
intention to lighten their holdings by a systematic selidown to a predetermined level. They have undertaken to advise the
Company if that intention changes.

The Company has no authority or pelicy provisions which require Directors to respond to public speculation concerning their
selling intentions. On various occasions, each of the existing Directors with substantiai shareholdings has responded to
market speculation with voluntary assurances that they were not intending sellers. There are no undertakings that the
Directors with substantial shareholdings will continue to respond te ongoing future speculations.

The Board has not sought extended voluntary embargos on the sale of shares by Directors. The existence of an embargo
merely encourages speculation conceming intentions at the time of expiry.

The Company recognises that it is unrealistic to preclude Directors with substantial shareholdings from selling shares -
particularly in quantities and by mechanisms which would be seen by the market as being reasonable. The two Directors
with substantial shareholdings have formally agreed to be bound by the guidelines detailed above including the restriction to
trading windows, the restrictions on levels of on-market sales, overnight or block sales mechanisms (including vendor
identification) and will be sensitive 1o the potential impact of sale levels on shareholder perceptions.

For sales outside normal day trading, the Directors have agreed the documentation of a pro-forma authority to be completed
and used exclusively as a pre-requisite for any enquiry or mandate to any broker in refation to the sale of shares. The exact
form and wording of that coded authority has been lodged with the Company’s legal advisers for verification purposes. The
Company reserves its rights and remedies against any party purporting to represent any Director for the sale of shares
without this exact form of completed authority.

No pre-emptive arrangements exist between Director shareholders. There is no intention to enter such arrangements on the
grounds that they may not be in the best interests of the general body of shareholders and market liquidity.
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Statements of Financial Performance for the year ended 26 June 2004 ::

Consolidated Parent entity
Notes 2003 12008 - 2003
$'000 §°000 - $000

Revenue from ordinary activities 2 670285 628007 52,000 50,000
Interest received 2 490 331 3197 2795
Total Revenue 679775 . 628338 . 55197 . 52795
Borrowing costs expense 3 700 (7,389) { (3197
Other expenses from ordinary activities 3 _(5_46_?198) ) (612,037) (963)
Profit from ordinary activities before income tax 3 427877 . 108912 48835
expense T ’
Income tax (expense)/benefit 4 (40842)  (32.666) 709 T (2478)
Net profit attributable to members of Billabong 21(b) .°87,035.° 76246 . 53274 " 46157
International Limited _ __
Net exchange differences on translation of financial reports ~ 21(a) : (512). - (4,884) -
of foreign controlled entities .
Net decrease in asset revaluation reserve due to the 21@ L= {44,996) -
adoplion of tax consolidation
Total revenues, expenses and valuation adjustments IEBEE
attributable to members of Billabong International (512) . {49.880) -
Limited recognised directly in equity
Total changes in equity other than those resulting 22 U8B523.0 26366 . 53274 46,157
from transactions with cwners as owners
Basic earnings per share 35 43.0 8.1
Diluted eamings per share 35 42.7 3786
The above statements of financial perfornance should be read in conjunction with the accompanying nofes.
Billabong International Limited 2003-04 Full Financial Report Page 19



Statements of Financial Position as at 36 June 2004 ::

Consolidated Parent entity
Notes °-2004 :'° 2003  :.'2004 - 2003
SU$000 . 000 U$000 .. $000
Current assets Sl PR
Cash assets 524 56086 - 30,835 5177 1,508
Receivables 624 169,272 138,366 13,201. 7,686
Inventories 7 7103539 7. 79,925 —
Deferred tax assets 8 ;::..::“9'241 7,194 1,666 783
Other 9 8,274 11,207 261 348
Total current assets 346,412 267,617 15,645 10,323
Non-current assets e SRS
Receivables 10 2283 " 820 -96,352 104,382
Other financial assets B R - 259,152 259,077
Property, plant and equipment 12 35344 30,726 e -
Intangible assets 13 517,131 504,723 - -
Total non-current assets 554 768 536,269 355,504 383,458
Total assets ‘501,180~ 803,886 871,149 373,782
Current liabllities Lo :
Payables 1424 112603 . 81,983 204 —
Interest bearing liabilities 1824 2116 2,166 e -
Current tax liabilities 16 9,177 13,433 5,198 7877
Total current habilities 123,896 Q7,582 5,402 7.677
Non-current liabilities St
Interest bearing liabilities 1724 148,052 122,886 11,800 22,840
Deferred tax liabilities 18 48655 . 48398 48,256 . 48,178
Provisions 19 1,035 432 -— -
Total non-current liabilities 198,742 171,716 60,055 71,918
Total tiabllities ‘322638 260,208 65457 78,795
Net assets 578542 534588 305602 204,987
Equity
Parent entity interest s e
Contributed equity 20 208462 - 280,401 298,462 - 290,401
Reserves 21(a) 149,257 149,769 103 .- 103
Retained profits 21(b) 130,823 84,418 7127 4483
Total parent entity interest 578,542 - 534,588 - 306,602 -+ 204,087
Total equity 22 578542 534588 305692 254.987

The above statements of financial position should be read in conjunction with the accompanying noles.
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Statements of Cash Flows for the year ended 30 June 2004 ::

Cash flows from operating activities
Receipts from customers {inclusive of GST)

Notes

Payments to suppliers and employees (inclusive of GST)

Dividends received
Interest received
Other revenue
Borrowing costs
Income taxes paid

Net cash inflow from operating activities

Cash flows from investing activities
Payment for purchase of controlled entity
Payments for property, plant and egquipment
Payments for intangible assets
Proceeds from sales of plant & equipment
L.oans to related parties
Repayment of loans by related parties

33

Net cash inflow (outfiow) from Investing activities

Cash flows from financing activities
Proceeds from issues of shares and other equity

securities

Proceeds from borrowings
Repayment of borrowings

Dividends paid

Net cash inflow {outflow) from financing activities

Net increase {decrease} in cash held

Cash at the beginning of the financial year
Effects of exchange rate changes on cash

Cash at the end of the financial year

Financing arrangements
Non-cash financing & Investing activities

The above statements of cash flows should be read in conjunction with the accompanying notes.

17
34

Consolidated

Parent entity

2004 - 2003 12004 1~ 2003
$000 0 §000  '§000.. 0 $000
658,057 © 560,086 . -
(543.246) (523.406)  (335) (963)
15,711, 45,660 (335) (©63)
ST, 52,000 . 50,000
SUlagn 331 3187 2,805
aB72 3198 e
UB58T)  (7.543) . (2,006) (3.221)
(48.671) __ (34.720) 8.091) (88)
66615 6.926 44,765 48535
e (12)
C(13,786)  (12.122) =
S(0712).  (156)
79 -
N — (1,617)
— 15.550
(24319 __(12.278) 13,821
‘7985 5272 79857 5272
102,416~ 41,017 030,000 ©- 12,000
C(77.934)  (3240)  .(41140) »  (35.460)
(50.630)  (42131)  (50.630)  (42.131)
(18.163) 918 (53,785 __(60.319)
24133 (4434)  T(89) . 200
30,835 37,688 (529)
1118 (2.419) -
55,086 30,895 517 7,506
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Notes to the Financial Statements 30 June 2004 : :
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Notes to the Financial Statements 30 June 2004 ::

Note 1. Summary of significant accounting policies

This general purpese financial report has been prepared in accordance with Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Consensus Views and the
Corporations Act 2001.

It is prepared in accordance with the historical cost convention. Unless otherwise stated, the accounting policies adopted are
consistent with those of the previous year.

The Australian Accounting Standards Board (AASB) is adopting International Financial Reporting Standards (IFRS) for
application to reporting periods beginning on or after 1 January 2005. The AASB will issue Australian equivalents to IFRS,
and the Urgent Issues Group will issue absiracts comresponding to IASB interpretations originated by the International
Financial Reporiing Interpretations Committee or the former Standing interpretations Committee. The adoption of Australian
equivalents to IFRS will be first reflected in the consolidated entity's financial statements for the half-year ending 31
December 2005 and the year ending 30 June 2006. Information about how the transition to Australian equivalents to IFRS is
being managed, and the key differences in accounting policies that are expected to arise, is set out in note 1(u).

{a) Principles of consolidation
The consolidated financial statements incorporate the assets and liabilities of all entities controlied by Billabong
International Limited ("company” or “parent entity”) as at 30 June 2004 and the results of al! controlled entities for the
year then ended. Billabong International Limited and its cantrolled entities together are referred to in this financial
report as the consolidated entity. The effects of all transactions between entities in the consolidated entity are
eliminated in full.

Where control of an entity is obtained during a financial year, its results are included in the consolidated statement of
financial performance from the date on which control commences. Where controt of an entity ceases during a financial
year its results are included for that part of the year during which control existed.

{b) Income tax
Tax effect accounting procedures are followed whereby the income tax expense in the statement of financial
performance is matched with the accounting profit after allowing for permanent differences. The future tax benefit
relating to tax losses is not carried forward as an asset unless the benefit is virtually certain of realisation. Income tax
on cumulative timing differences is set aside 1o the deferred income tax or the future income tax benefit accounts at the
rates which are expected to apply when those timing differences reverse.

No provision is made for additional taxes which could become payable if certain reserves of the foreign controlled entity
were to be distributed as it is not expected that any substantial amount will be distributed from those reserves in the
foreseeable future.

Billabong International Ltd and its wholly-owned Australian controlled entities implemented the tax consolidation
legisiation as of 1 July 2002. The Australian Taxation Office has been notified of this decision.

As a consequence, Billabong international Ltd, as the head entity in the fax consolidated group, recognises current and
deferred tax amounts relating to transactions, events and balances of the controlled entities in this group as if those
transactions, events and balances were its own, in addition to the current and deferred tax amounts arising in relation to
its own transactions, events and balances.

Amounts receivable or payable with the fax consolidated entities are recognised separately as tax-refated amounts
receivable or payable. Expenses and revenues arising under tax sharing arrangements are recognised as a
component of income tax expense {revenue).

(c) Foreign currency transiation
()  Transactions
Foreign currency transactions are initially translated into Australian currency at the rate of exchange at the date of
the transaction. At balance date amounts payable and receivable in foreign currencies are translated to Australian
cumrency at rates of exchange current at that date. Resulting exchange differences are brought to account in
determining the profit or loss for the year. On consolidation, exchange differences on foreign currency amounts
payable and receivable that hedge a net investment in an overseas controlled entity are transferred 1o the foreign
currency translation reserve.
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Notes to the Financial Statements 30 June 2004 ::

Note 1. Summary of significant accounting policies (continued)

()  Specific commitments

Hedging is undertaken in order to avoid of minimise possible adverse financial effects of movements in exchange
rates. Gains or costs arising upon entry into a hedging transaction intended to hedge the purchase or sale of
goods or services, together with subsequent exchange gains or losses resulting from those transactions are
deferred in the Statement of Financial Pasition from the inception of the hedging transaction up to the date of the
purchase or sale and included in the measurement of the purchase or sale. The net amounts receivable or
payable under the hedging fransactions are also recorded in the Statement of Financial Position. Any gains or
losses arising on the hedging transactions after the recognition of the hedged purchase or sale are included in the
Statement of Financial Performance.

When anticipated purchase or sale fransactions have been hedged, actual purchases or sales which occur during
the hedged period are accounted for as having been hedged untit the amounts of those transactions are fully
allocated against the hedged amounts.

if the hedging transaction is terminated prior to its maturity date and the hedged transaction is still expected to
occur, deferral of any gains and losses which arose prior to termination continues and those gains and losses are
included in the measurement of the hedged transaction.

in those circumstances where a hedging transaction is terminated prior to maturity because the hedged
transaction is no longer expected to occur, any previously deferred gains and losses are recognised in the
statement of financiat performance on the date of termination.

(i} General commitments
Exchange gains or losses on cther hedge transactions are brought to account in the statement of financial
performance in the financiat year in which the exchange rates change. Gains or costs arising on entry into hedges
of general commitments are brought to account at the time of entry into the hedges and are amortised over the
lives of the hedges.

(iv) Foreign controlled enlities
The financial statements of overseas controlled entities that are self sustaining foreign operations are converted
using the current rate method. Variations occurring from year to year arising from this translation method are
transferred to the foreign currency translation reserve.

(d) Acquisitions of assets
The purchase method of accounting is used for all acquisitions of assets regardiess of whether equity instruments or
other assets are acquired. Cost is measured as the fair value of the assets given up, shares issued or liabilities
underiaken at the date of acquisition plus incidental costs directly attributable to the acquisition. Where equity
instruments are issued in an acquisition, the value of the instruments is their market price as at the acquisition date.
Transaction costs arising on the issue of equity instruments are recognised directly in equity.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to
their present value as at the date of the acquisition. The discount rate used is the incremental borrowing rate, being the
rate at which a similar bosrowing could be obtained from an independent financier under comparable terms and
conditions. Amounts payable in the fulure which are contingent on future events are only included in the cost of
acguisition to the extent they can be reliably estimated at balance date.

A liability for restructuring costs is recognised as at the date of acquisition of an entity or part thereof when there is a
demonstrable commitment to a restructuring of the acquired entity and a reliable estimate of the amount of the liability
can be made.

Goodwill is brought 1o account on the basis described in note 1(}{i).

Where an entity or operation is acquired and the fair value of the identifiable net assets acquired, including any liability
for restructuring costs, exceeds the cost of acquisition, the difference, representing a discount on acquisition, is
accounted for by reducing proporticnately the fair values of the non-monetary assets acquired until the discount is
eliminated. Where, after reducing to zero the recorded amounts of the non-monetary assets acquired, a discount
balance remains it is recognised as revenue in the statement of financial performance.

{e) Revenue recognition
Revenue is recognised for the major business activities as follows:

() Sales revenue
Sales revenue comprises revenue earned (net of returns, discounts and aliowances) from the provision of
wholesaling products 1o entities outside the consolidated entity. Sales revenue is recognised when the goods are
provided in accordance with normal trading terms.
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Notes to the Financial Statements 36 June 2004 ::

Note 1. Summary of significant accounting policies (continued)

(9)

(h)

(i) Retaif Shop Revenue
Revenue eamed from retail shops is recognised on a gross basis. Retall shop sales are recognised when the
goods are provided.

(i) Sales to Licensees )
Revenue earned from sales o licensees is recognised on a net basis. Revenue is recognised when the goods are
provided.

{(iv) Interest and Royalty Income
interest and royaity income is recognised as it accrues.

Receivables

() Trade Debtors
All trade debtors are recognised at the date they are invoiced and are principally on 30 day terms.
Coliectibility of trade debtors is reviewed on an ongoing basis. Debts which are known to be uncollectible are
written off. A provision for doubtful debis is raised when collection of the full nominal amount is no longer
probable.

(i) Other Amounts Receivable
Other amounts receivable comprise the following:
(a) amounis receivable under a factoring arrangement
(b} amounis due as a result of transactions outside the normat course of trading.

Inventories
Stock on hand and work in progress are consistently valued on the basis of the lower of cost and net realisable value.
The methods generally adopted throughout the consolidated entity in determining costs are :

Raw materials and Other Stock
Actual costs, determined on a first in, first out basis or standard costs approximating actual costs.

Finished Goods and Work in Progress
Standard costs approximating actual costs including an appropriate allocation of overheads.

Obsolete and slow moving stocks are written down to net realisable value where such value is below cost.

Recoverable amount of non-current assets

The recoverable amount of an asset is the net amount expected to be recovered through the cash inflows and outflows
arising from its continued use and subsequent disposal. The expected net cashflows included in determining
recoverable amounts of non-current assets are not discounted to their present values.

Where the carrying amount of a non-current asset is greater than its recoverable amount, the asset is written down to
its recoverable amount. Where net cash inflows are derived from a group of assets working together, recoverable
amourt is determined on the basis of the relevant group of assets. The decrement in the carrying amount is recognised
as an expense in net profit or loss in the reporting period in which the recoverable amount write-down oceurs.

Property, Plant and Equipment

Acquisition

Items of property, plant and equipment are initially recorded at cost and depreciated as set out below. The cost of
property, plant and equipment constructed by the consolidated entity includes the cost of materiais and direct labour
and capitalised interest.

Revaluations

Freehold and leasehold land and buildings will be valued every three years. It is not the entity's infention to bring any
revaluation increment to account.

Depreciation and Amortisation
Depreciation and amortisation is calculated on a straight line basis so as to write off the net cost of each item of
property, plant and equipment, excluding land, over its estimated useful life.

The expected useful lives are as follows:

Buildings ) - 20 years
Owned and leased plant and equipment - 3to 20 years
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Note 1. Summary of significant accounting policies (continued)
(i} Investments
Controlled entities are accounted for in the consolidated financial statements as set cutin note 1(a}.
(i) Leasehold Improvements
The cost of improvements to or on leasehold properties is amortised over the unexpired period of the lease or the
estimated useful life of the improvement to the consolidated entity, whichever is the shorter.
(k) Leases
Finance leases are capitalised at the present value of the minimum lease payments. A corresponding lease liability is
also established and each lease payment is allocated between the Eability and finance charges.
Other operating lease payments are charged to the statement of financial performance in the periods in which they are
incurred, as this represents the pattemn of benefits derived from the leased assets.
(I} Intangible assets and expenditure carried forward
B Goodwilf
Where an entity or operation is acquired, the identifiable net assets acquired are measured at fair value. The
excess of the fair value of the cost of acquisition over the fair value of the identifiable net assets acquired,
including any liability for restructuring costs, is brought to account as goodwill and amortised on a straight line
basis over twenty years, being the period during which the benefits are expected to arise. The cost of acquisition
is discounted as described in note 1(d) where settlement of any part of cash consideration is deferred.
(i} Trade Names, Copyright and Other Intelfectual Property
Trade names, copyright and other intellectual property includes trade names, trade marks, technical know-how,
patents and registered designs. Expenditure incurred in developing, maintaining or enhancing brand names is
written off against operating profit in the year in which it is incurred.
The Directors are of the view that the depreciable amounts of the Group's trade names, copyright and other
intellectual preperty are either negligible, or not material, based on residual values calculated at the end of an
outlook period over which projections can be prepared with a degree of confidence. Furthermore the Directors
see no reason why this situation should not prevail beyond this outlook period. In any event, if the Directors’
assumptions, including in relation to these residual values were to change, the Directors currently believe that the
useful lives of the assets are of such Guration that any annual amortisation charge on trade names, copyright and
other intellectual property would be immaterial.
Trade names have an unlimited legal life and the trade names recorded in the financial statements are not
currently associated with products which are likely to become commercially or technically obsolete.
The Directors have a policy of reviewing the carrying value of trade names, copyright and other intellectual
property annually to be satisfied that there is no diminution in value. [ndependent valuations will be obtained as
necessary.
{m) Trade and other creditors
These amounts represent liabilities for goods and services provided to the consofidated entity prior to the end of the
financial year and which are unpaid. The amounts are unsecured and are usually paid within 30 days of recegnition.
{n) Interest bearing liahilities
Loans are carried at their principal amounts which represent the present value of future cash flows associated with
servicing the debt. Interest is accrued over the period it becomes due.
{o) Derivative financial instruments
The consohdated entity enters into forward foreign exchange confracts and interest rate swap agreements.
The accounting for forward foreign exchange contracts is in accordance with notes 1(c)(ii)-(ii).
The net amount receivable or payable under interest rate swap agreemenis is progressively brought to account over
the period to setiiement. The amount recognised is accounted for as an adjustment to interest and finance charges
during the period and included in other debtors or other creditors at each reporting date.
{p} Employee benefits

()  Wages and salanies, annual leave and sick leave
Liabilities for wages and salaries, including non-moenetary benefits, annual leave and vested sick leave expected
to be settled within 12 menths of the reporting date are recognised in other creditors in respect of employees'
services up to the reporting date and are measured at the amounts expected to be paid when the liabilities are
seltled. Related on costs have also been included in the liability. Liabilties for non-accumulating sick leave are
recognised when the leave is taken and measured at the rates paid or payable.
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Note 1. Summary of significant accounting policies {continued)

(i) Long Service Leave
The liability for long service leave expected to be settled within 12 months of the reporting date is recognised in
the provision for employee benefits and is measured in accordance with (i) above. The liability for long service
leave expected to be settied more than 12 months from the reporting date is recognised in the provision for
employee benefits and measured as the present value of expected future payments to be made in respect of
services provided by employees up to the reporting date. Related on costs have also been includad in the
provision. Consideration is given to expected future wage and salary levels, experience of employee departures
and periods of service. Expected future payments are discounted using market yields at the reporting date on
National Government Bonds with terms to maturity and currency that match, as closely as possible, the estimated
future cash outflows.

(iii) Profit shaning and bonus plans
A liabifity for employee benefits in the form of profit sharing and bonus plans is recognised in other creditors when
there is ne realistic alternative but to settle the liability and at least one of the foliowing conditions is met:
s  there are formal terms in the plan for determining the amount of the benefit
+« the amounts to be paid are determined before the time of completion of the financial report, or
«  past practice gives clear evidence of the amount of the obligation.

Liabilities for bonus plans are expected to be settled within 12 months and are measured at the amounts expected
to be paid when they are settled.

{(iv) Superannuation Contributions
Employer coniributions te superannuation funds are charged against the operating profit as they are made.

{q) Cash
For purposes of the statement of cash flows, cash includes deposits at call which are readily convertible to cash on
hand ang are subject to an insignificant risk of changes in value, net of outstanding bank overdrafis.

(r) Earnings per share
(i}  Basic eamings per share
Basic earnings per share is determined by dividing the net profit after income tax attributable to members of
Billabong International Limited by the weighted average number of ordinary shares outstanding during the
financial year, adjusted for bonus elements in ordinary shares issued during the year.

(i)  Diluted samings per share
Diluted earnings per share adjusts the figures used in the determination of basic eamings per share to take into
account the after income tax effect of interest and other financing costs associated with dilutive potential ordinary
shares and the weighted average number of shares assumed to have been issued for no consideraticn in relation
to dilutive potential ordinary shares.

{s) Rounding of amounts
The Company is of a kind referred to in Class Order 98/0100, issued by the Australian Securities & Investments
Commission, relating to the “rounding off” of amounts in the financiai report. Amounts in the financial report have been
rounded off in accordance with that Class Order to the nearest thousand dollars, or in certain cases, to the nearest
doliar.

(t) Employee and Executive Share Plans
The Company currently maintains an Employee Share Plan as set out in Note 29. Other than the costs incurred in
administering the plans which are expensed as incurred, the plans do not result in any expense to the Company or the
consolidated entity.

() International Financial Reporting Standards (IFRS)
The Australian Accounting Standards Board (AASB) is adopting IFRS for application to reporting periods beginning on
or after 1 January 2005. The AASB will issue Australian equivalents to IFRS, and the Urgent Issues Group will issue
abstracts corresponding to |ASB interpretations originated by the International Financial Reporting Interpretations
Committee or the former Standing Interpretations Committee. The adoption of Australian equivalents to IFRS will be
first reflected in the consolidated entity’s financial statements {for the half-year ending 31 December 2005 and the year
ending 30 June 2006.
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Note 1. Summary of significant accounting policies {continued)

Entities complying with Australian equivalents to IFRS for the first time will be required fo restate their comparative
financial siatements to amounts reflecting the application of IFRS to that comparative period. Most adjustments
required on transition to IFRS will be made, retrospectively, against opening retained eamings as at 1 July 2004.

The consolidated entity has established a project team to manage the transition to Australian equivalents to IFRS,
including training of staff and system and internal control changes necessary to gather ail the required financial
information. The project team is chaired by the Chief Financial Officer and reports to the audit committee. To date the
project team has analysed the Australian equivalents to IFRS and has identified a number of accounting policy changes
that will be required. In some cases choices of accounting policies are available, including elective exemptions under
Pending Accounting Standard AASB 1 First-time Adoption of Australian Equivalents to International Financial Reporting
Standards. These choices are still being analysed to determine the most appropriate accounting policy for the
consolidated entity.

Maior changes identified to date that will be required to the consolidated entity’s existing accounting pelicies include the

following:

(  Income tax
Under the Australian equivaient to IAS 12 income Taxes, deferred tax balances are determined using the balance
sheet method which calculates temporary differences based on the carrying amounts of an entity's assets and
liabilities in the statement of financial position and their associated tax bases. In addition, current and deferred
taxes attributable to amounts recognised directly in equity are also recognised directly in equity.

This will result in a change to the current accounting policy, under which deferred tax balances are determined
using the income statement method, items are only tax-effected if they are included in the determination of pre-tax
accounting profit or loss and/or taxable income or loss and current and deferred taxes cannet be recognised
directly in equity.

(i) Intangible assets — goodwill
Under the Australian equivalent to IFRS 3 Business Combinations, amortisation of goodwill will be prohibited, and
will be replaced by annual impairment testing focusing on the cash flows of the related cash generating unit.

This will result in a change to the current accounting pelicy, under which goodwill is amortised on a straight line
basis over the period during which the benefits are expected to arise and not exceeding 20 years.

(i) Equity-based compensation benefits
Under the Australian equivalent to IFRS 2 Share-based Payment, equity-based compensation to employees will
be recognised as an expense in respect of the services received.

This will result in a change to the current accounting policy, under which no expense is recognised for equity-
based compensation.

(iv) Financial instruments
Under the Australian equivalent 1o 1AS 32 Financial Instruments: Disclosure and Presentation of the cument
classification of financial instruments issued by entities in the consclidated entity will not change.

Under the Australian equivalent to [AS 39 Financial Instruments: Recognition and Measurement there may be
major impacts as a result of:

. Interest rate swap contracts held for hedging purposes being accounted for as cash flow hedges. Changes
in the fair value of those contracts will be recognised directly in equity until the contract expires, in which
case the amounts recognised in equity will be included in interest expense.

+ foreign exchange contracts held for hedging purposes being accounted for as cash flow hedges. Changes
in the fair value of those contracts will be recognised directly in equity until the hedged transaction cccurs, in
which case the amounts recognised in equity will be included in the initial cost of the assets acquired.
Currently, the costs or gains arising under contracis fogether with any realised or unrealised gains from
remeasurement are included in assets or liabilities as deferred losses or deferred gains.

This differs to current treatment described in note 1(0).

The above should not be regarded as a complete list of changes in accounting policies that will result from the
transition to Ausfralian equivalents to IFRS.
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Note 2. Revenue

Consolidated Parent entity
2004 .. 2003 °2004 - 2003
-.$'000 " §'000 -$'000 $000

Revenue from operating activities
Sale of goods 674,729 622,853

Royatties 12616 - 2,354 . et —
Other operating income . 380 532 — —

877,726 625,739 -— —

Revenue from outside the operating activities TR
331 ’ 3,197 .- 2,765

Interest

Foreign exchange gains (net) 2,268 - -— -—

Dividends Received — - 52,000 50,000
2,050 2,599 55,197 52,795

Tetal revenue 879,775 628,338 55,197 52,795

Represented on the Statement of Financial Performance as: e o

Revenue from ordinary activities 628,007 . 52,000 50,000

Interest received 490 331 3,187 2,795
679,775 628,338 55,197 52,795

Note 3. Operating profit

Consalidated Parent entity
2004 . 2003 ¢ 2003
- $'800 ~.  $'000 $000
(a) Net gains and expenses ST
Profit from ordinary activities before income tax expense includes the
following specific net gains and expenses:
Foreign exchange gains and losses
Exchange gains on foreign currency 2,268 -—
Expenses
Cost of goods soid 343,040 - 336,809 -—
Selling general and administrative expenses 161,213 165,946 963
535,163 502,755 963
Depreciation
Buildings 104 111 -—
Plant and equipment 891 5784 - e —
Leased Assets 682 817 — —
Total depreciation 8,177 6,722 — -
Amortisation S
Goodwill 2,868 2,560 — -
Total amertisation 2,868 2,560 — -
Total other expenses from ordinary activities 546,198 512,037 539 063
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Note 3. Operating profit {(continued) Consolidated Parent entity

12004 . 2003 2004 . 2003
§'000°° 000 $000 ) $000

Other charges against assets

Write down of inventories to net realisable value 2,291 -—

Bad and doubtful debts - trade deblors 3,308 -—
Borrowing costs expensed

Interest and finance charges paid/payable 7,389 3,197
Other provisions .

Employee benefits 113,233 - 1631 -
Rental expense relating to operating leases '10.584 6,098 - —
Note 4. Income tax

Consolidated Parent entity
©.2004 2003  :2004 .. 2003

$000. " $000 000  $000

The income tax expense for the financial year differs from the amount
calculated on the profit. The differences are reconciled as follows:

Profit from ordinary activities before income tax expense 127.877° 108012 52565 48,635

income tax calculated @ 30% (2003 — 30%) ;’; 38,363 S 32874 O '1,5_,779 S 14,591
Increased Taxation arising from : T

Non-deductible permanent differences 267 86
Effect of higher tax rates on overseas income 2,129 —_
Income tax expenses attributable to controlled entities - 2,791

17,478

1744,123 © 35,070
Reduced Taxation arising from : L]

Net exempt income L(2258)  (2510) .l -
Rebateable Dividends R —  {(15800). (15,000
Other Allowable Permanent Differences {483) - - -
Income tax expense 41,386 . 32,560 .. {165) - 2,478
(Over)/Under provision in respect of prioryears (544) 106 (544) -
Aggregate income tax expense/{benefit) 40,842 32,666 (709) 2,478

No pan of the deferred tax assets shown in note 8 is attributable to tax losses.

Billabong International Ltd and its wholly-owned Australian subsidiaries implemented the tax consolidation legislation as of
1 July 2002. As a consequence, Billabong International Ltd, as the head entity in the tax consolidation group, has
recognised current and deferred tax amounts relating to transactions, events and balances of the wholly-owned Australian
controlled entities in this group in the financial statements as if those transactions, events and balances were its own, in
addition to the current and deferred tax balances arising in relation to its own transactions, events and balances. Amounts
receivable or payable under tax sharing amangements have been recognised separately by Billabong Intemational Ltd as
tax-related amounts receivable or payable.
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Note 5. Current assets — Cash assets
Consolidated Parent entity
.2004 1 2003 [-2004 2003
000 $000 U $000.°  $000
Cash at bank and on hand 5g088 30835 517 1,506
Note 6. Current assets - Receivables
Consolidated Parent entity
172004 0 2003 2004 - 2003
7$'000. - $000  1.$000..  $000
Trade debtors 430,648 - 100,157 . —
Less: Provision for doubiful debts (9,583) {7,135} - —

1121,085. 93,022

Recoverables from controlled entity - tax related LT —
Other debtors 48,207 45,344 - —
168,272 138,366 13,201 7,686

Other debtors

This amount includes $45.4m {2003 - $43.0m} relating to amounts recoverable under a debtor factoring arrangement.

Cther amounts generally arise from transactions outside the usual operating activities of the consolidated entity. Collateral is
not nermally obtained.

Note 7. Current assets - Inventories
Consolidated Parent entity
12004 0 2003 72004 . 2003
- ﬁ’OOQ ~- §000 . $000 - $000
Raw materials and stores - at cost 2158 . 2437 S o -
Work in progress — at cost 21,365 827 -
Finished goods I
— at cost .. 97,407 - 70,732 : — -
- at net realisable value 2,908 5,828 - ——

103,539 79,925 —— —

Note 8. Current assets — Deferred Tax Assets

Consglidated Parent entity

2004 . 2003 2004 .- 2003
§'000 - $000  0$°000..° 000

Deferred tax assets -.9,241 i 7.184 ”1,666 i 783
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Note 9. Current assets — Other
Notes Consolidated Parent entity
;-2004 0 2003 2004 . 2003
.- $°000. . D 000 . $°000 -~ $000
Prepayments : ';_8,1 49 5‘_": 6,999 :‘:‘_:"'261 T 312
Deferred Exchange Losses 24(a) ..7M25-.. 0 4,268 L e —
Cther - —— — 36
8,274 11,297 261 348
Note 10. Non-current assets — Receivables
Consolidated Parent entity
12004 0 2003 12004 2003
+$'000 - §000 : -.I‘vi $'000. .. $000
Receivables from controlled entities - tax related e — 44906 . 44,996
Receivables from conirolled entities e — ..51,356 © 55,386
Other debtors 2,293 820 — —~
2,293 820 96,352 104,382
Non-current assets pledged as security
Refer to note 17 for information on non-current assets pledged as security by the parent entity or its controlled entities.
Note 11. Non-current assets — Other Financial Assets
Consolidated Parent entity
--2004 7. 2003 2003 2003
$000

- $'000.

Nen-Traded Investments
Shares in controlled entities at cost 34 — —

11$000 - $000

250152 259.077

259,162 259,077

Non-current assets pledged as security

Refer to note 17 for information on non-current assets pledged as security by the parent entity or its controlled entities.

Parent entity

2004 . 2003
4000 .- $000

Note 12. Non-current assets — Property, plant and equipment
Consolidated
©-2004 - . 2003
$000. §000
Land and buildings SRR

Freehold land - at cost 231 226
231 226
Building — at cost -"1,908 ‘f.:' 1.866
Less: Accumulated depreciation {443) (318)
1,465 1,548
Total land and buildings 1,896 1,774
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Note 12. Non-current assets — Property, plant and equipment (continued)

Consolidated Parent entity
2004 .0 2003 :-2004 -7 2003
--$7000 - $000  $000.- §000
Plant and equipment TR e

Piant and equipment — at cost 48278 - 35,578

Less: Accumulated depreciation (20,858) (14,093) .;. —
27,420 21,485 - -

Plant and equipment under finance lease — at cost 7872 10446 - o -
Less: Accumulated amortisation (1,844) (2,679) —
6,228 7.467 - -

Total plant ant equipment '”33@3 28952 L —
Total property, plant and equipment 35,344 30,726 —- -

Land and buildings are recorded at cost. The Directors have determined that the current value of land and buildings at 30
June 2004 is $1,696,000. The basis of this value is the Directors' assessment of the amounts for which the assets which
could be exchanged between willing parties in an arms length transaction. Independent valuations were not obtained by
the Directors.

Non-current assets pledged as security
Refer to note 17 for information on non-current assets pledged as security by the parent entity or its controlled entities.

Reconclliations
Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of the
current financial year (Consolidated) are set out below.

Freehold .~ " "'Plant8& °

.. ‘tand . - ‘Buildings : equipment ..

000 7§00 000,

Consolidated — 2004

Carrying amount at start of year e v 1,548 21,485
Additions L e, St 14,404 -
Disposals e e (1,458)
Depreciationfamortisation expense (note 3(a)) L e DT (104) L (T,39)
Foreign currency exchange differences 5 21 381
Carrying amount at end of year 231 1,465 27,420
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Note 13. Non-current assets — Intangible assets
Consolidated Parent entity
-.2004 - 2003 112004 -0 2003
S $'000...  $000  $000.-.  $000
Goodwil 762,033 - 51,193 et
Less: Accumulated amortisation {10,287) {7,382) — o
51,746 43,811 - —
Trade names, Copyright and Other Intellectual Property 465,385 . 460912 T -
Less: Accumulated amortisation — — — -
465,385 460812 — -
517,131 504,723 - -

Non-current assets pledged as security

Refer to note 17 for information on non-current assets pledged as security by the parent entity or its controlled entities.

Note 14 Current liabilities — Payables
Consolidated Parent entity
~2004 ©0 2003 ..-2004 2003
$'000 1 $000  $000 - $000
Trade creditors 78032 53557 o -
Other creditors 34,571 28,426 e
112,603 81,983
Note 15. Current liabilities — Interest bearing liabilities
Consolidated Parent entity
2004 1 2003 112004 . 2003
-.§'00¢ -° $000  -$°000 - $000
Secured S )
Bank loans 343 | e ——
Lease liabilities (note 28) 1,683 — o
Tolal secured current interest bearing liabilities 2,026 - —
Unsecured LT
Other loans 140 - -
Total unsecured current interest bearing liabilities 140 - —
Total current interest bearing liabilities 2,166 e “en

Details of the security relating to each of the secured liabilities and further information on the bank ioans and other loans are

set out in note 17.

Bank Loans
Bank loans represent term loans at fixed interest rates.

Other Loans

Other loans have no fixed dates of repayment and bear interest at Bank Borrowing Rate plus a margin.
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Note 16. Current liabilities — Current tax liabilities
Consolidated Parent entity
2004 1 2003 1-2004 T 2003
~$000.° $000  -$000.  $000
Income tax 977 13433 5198 7677
Note 17. Non-current liabilities — Interest bearing liabilities
Consolidated Parent entity
2004 - 2003 12004 .7 2003
8000 -~ $000 8000 $000
Secured : 3 -
Bank loans CLUT,379 8,022 i -
Bills Payable 136,408 © 108,792 11,800 . 22,940
Lease liabilities (note 28) 4,644 5,302 -— -
Total secured non-current interest bearing labilities 148,431 122,116 11,800 22,940
_ Consolidated . Parent entity
2004 .. 2003 ©..2004 -5 2003
C$'000 .. 000 9080 $'000
Unsecured R Dl
Bank loans 621 770 — —
Tetal unsecured non-current interest bearing liabilities 621 770 —_ —

Total non-current interest bearing liabilities “‘1'45552 122,886

11800 22,940

Bank Loans
Comprise the following:

European operation: o

o A fixed interest term loan due to be repaid in June 2007.

Japan operation : A 650 million Yen credit faciiity at a variable interest rate plus a margin.

Bills Payable

An interest only loan repayable in April 2007. Interest is payable at Libor plus a margin.

Bills payable represents a 3 year Commercial Bank Bill facility rolling every month. Interest is payable in advance

and calculated as BBSY / LIBOR / EURIBOR plus a margin,

Other
Other secured loans represent fixed interest term loans which facilitated the purchase of plant and eguipment.
Consolidated
2004 1. 2003

1'$'000."  $000
Secured liabilities .
Total secured liabifities (current and non-current) are:

8356

Parent entity
2004 - 2003

$000. 0 $000

11,800 22,840

Bank loans 8,365
8ills payable 138,408 | 108,792
Lease liabilities 5412 6.985
Total secured liabilities 150,176 124,142

11,800 22,940
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Note 17.

Non-current liabilities — Interest bearing liabilities (continued)

The bank loans, bills and overdraft of the parent entity and controlled entities are secured by an equitable mortgage over all

assets ang undertakings of the consolidated entity.

Lease liabilities are effectively secured as the rights to the leased assets recognised in the financial statements revert to the

lessor in the event of defauit.

The other ibans are secured by the assets of Burleigh Point Lid, Element Skateboards, Inc., and VeeZee Inc. The
agreement includes minimum tangible net worth, maximum capital expenditures and fixed charge coverage covenants.

Assets pledged as security
The camying ameunts of non-current assets pledged as
security are:

Notes
Finance lease
Plant and equipment under finance lease 12
Floating charge
Receivables - non-current 10
Other non-current assets 11,12,13
Total non-current assets pledged as security
The following current assets are also pledged as security
under the floating charge:
Cash assets 5
Receivables — current ]
Other current assets 7,89

Total assets pledged as security

Financing arrangements

Credit standby arrangements
TFotal facilities
Bank overdrafis

Letters of credit
Other secured loans and bank bills

Used at balance date
Bank overdrafts

Letters of Credit
Other secured loans

Unused at balance date
Bank overdrafts
Letters of Credit
Other secured loans

Bank loan facilities
Total facilities

Used at balance date
Unused at balance date

Consolidated Parent entity
-2004 0 2003 -.2008 0 2003
$'000- - 000 -$000.°  $000
e228 7467 : —
22080 820 196,352 104,382

546,247 527,982 259152 259,077
536,269 363,459

:554,768 -

56,086 -

30,835 1,506
169,272 138,366 7,686
121,054 98,416 1,131
901,180 803,886 373.782
6,956 6,566 -
274510 20538 el —
213145 161955 11,800 22,940
247,562 180.058  11.800 22,940
144,764 117.157 22,840
144,764 117,157 22,940
16956 6,566 —-
27,451 20538 - —

68,381 44,708 — -
102,788 71.902 — —
247,552 189,059 11,800 . 22,940
144764 117457 11800 22,940
102,788 71,902 — —

Billabong International Limited

2003-04 Fuli Financial Report

Page 36



Notes to the Financial Statements 30 June 2004 ::

Note 18. Non-current liabilities — Deferred tax liabilities

Notes Consolidated Parent entity

2004 - 2003 2004 .- 2003
~§'000. 77 $000 $'030 $000

Deferred tax liability 48655 48308 48255 48,178

Note 19. Non-current liabilities - Provisions

Notes Consolidated Parent entity
2004 . 2003 2004 -0 2003

Employee benefits 29 1 035 e 452 e _

Note 20. Contributed equity

Parent Entity Parent entity
2004 . 2003 2004 .. 2003
‘Number.. Number /7" .
Notes ©.7000 ~.. ‘000  :$000. $000

(a) Share capital :
Ordinary shares e o

Fully paid (b).{d) 203,346 201421 1205620 . 287,635

Other equity securities (e) — — 2,842 2,766

203,346 201421 298,462 280,401

(b) Movements in ordinary share capital

2004 . .
. N_Umbel’ of .
Date Details Notes I -~ shares L

30/08/02  Opening balance -201,420,709 -
02/09/03 Exercise of Aug 2000 options {n 57,693 .
02/09/03 Exercise of Jun 2001 oplions H 71743
02/06/03  Exercise of Element 2002 options {e) L 80,000
23/09/03 Exercise of Aug 2000 optiens ) '
23/09/03 Exercise of Jun 2001 options 3]

23/09/03 Exercise of Element 2002 options {e)

30/09/03 Exercise of Aug 2000 options 4]

30/09/03 Exercise of Jun 2001 options (N

30/09/03 Exercise of Element 2002 options (e)

25/11/03 Exercise of Aug 2000 options ]

25/11/03 Exercise of Jun 2001 options N

25/11/03 Exercise of Element 2002 options {e)

1711203 Exercise of Element 2002 options {e)

28/01/04 Exercise of Element 2002 options {e)

25/02/04 Exercise of Element 2002 options {e)

26/02/04 Exercise of Jun 2001 options 4]

26/102/04 Exercise of Element 2002 options (e)

03/03/04 Exercise of Aug 2000 options 4

03/03/04 Exercise of Jun 2001 options 4]

09/03/04 Exercise of Aug 2000 options )]

09/03/04 Exercise of Jun 2001 options )]

09/03/04 Exercise of Element 2002 options {e)

11/03/04 Exercise of Element 2002 options {e)

24/03/04 Exercise of Aug 2000 cpticns 4]
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Note 20. Contributed equity {continued)

(b) Movements in ordinary share capital

t 0 Numberof -

Date Details - -shares -

24103104 Exercise of Oct 2001 optiens 18]

30/03/04 Exercise of Aug 2000 options 1]

30/03/04 Exercise of Jun 2001 options 13

30/03/04 Exercise of Oct 2001 opticns 1$)]

12/05/04 Exercise of Element 2002 options {e)

21/05/04 Exercise of Element 2002 options {(e)

01/06/04 Exercise of Element 2002 options {e)

16/06/04 Exercise of Element 2002 options {e)

23/06/04 Exercise of Element 2002 options (e)

28/05/04 Employee Share Plan ‘ ()

29/05/04 Exercise of Element 2002 options (&)

29/06/04 Exercise of Element 2002 options {e)

30/06/04 Exercise of Element 2002 options {e}

Balance 203,346,147
2003
Number of Issue
Date Details Notes shares price $'000
30/06/02 Opening balance 196,870,067 282,363
16/09/02 Exercise of Aug 2000 opticns f 245,898 260 639
30/09/02 Exercise of Aug 2000 optiens (f 129,205 2860 338
03/12/02 Exercise of Aug 2000 options )} 44 102 260 115
21/03/03 Exercise of Aug 2000 options " 680,793 260 1,770
20/05/03 Exercise of Element 2002 options (e} 105,763 535 566
17/06/03 Exercise of Element 2002 options {e) 170,316 5.35 912
30/06/03 Exercise of Element 2002 options (e) 174,565 535 934
Balance 201,420,709 287,635
{c} Movements in other Equity Securities

2004 Notes
Date Details 78000 -
30/06/03 Opening balance L.2,766 ..
10/08/03 Options issued in refation to acquisition (e) 76
30/08/04 Balance 2,842
2003
30/06/02 Opening balance 2670
10/08/02 Options issued in relation to acquisition (e) 96
30/06/04 Balance 2,766

{d) Ordinary shares

Ordinary shares entitie the holder to participate in dividends and the proceeds on winding up of the Company in
proportion to the number of and amounts paid on the shares held.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote,
and upon a poll each share is entitled to cne vote.
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Note 20. Contributed equity (continued)

{e} Other Equity Securities
The amount shown for other equity securities is the value of the options issued in relation to the Element acquisition.
Each option is convertible into one ordinary share and is not entitled to participate in dividends or the proceeds on
winding up of the Company. Options issued as part of the Element acquisition are as foliows:

Date of No. of Options Exercise Price Date of Exercise
Issue lssued
2004 10 Aug 03 15,032 6.32 08 Aug 04
10 Aug 03 30,066 6.32 09 Aug 05
10 Aug 03 15,032 8.32 09 Aug 06
2003 10 Aug 02 15,049 7.70 09 Aug 03
10 Aug 02 30,096 7.70 09 Aug 04
10 Aug 02 15,048 7.70 098 Aug 05
2002 04 Jui 01 459,840 5.35 30 Jun 02
04 Jul 01 919,680 5.35 30 Jun 03
04 Jul 01 459,840 5.35 30 Jun 04

{fi Options - Executive Incentive Option Plan
Information relating to the Bitlabong Executive Incentive Option Plan, including details of options issued, exercised and
lapsed during the financial year and options outstanding at the end of the financial year are set out in Note 29.

{g) Employee Share Plan

Information relating to the Billabong Employee Share Plan, including details of shares issued under the scheme, during
the financial year are set out in Note 28.

Note 21. Reserves and retained profits

Consolidated Parent entity
Notes 2004 . 2003 $2004 - 2003

C-$'000. - §000 $000. . $000
(a) Reserves PRI

Asset revaluation reserve . 153,861~ 153,961 T —
Foreign currency translation reserve '(4,704) i (4.162) 103 103
149,257 149,769 103 103
Movements:
Asset revaluation reserve e
Balance at beginning of period 153,061 198,057 . --. ~
Adjustment resulting from tax consolidation - (44.998) -—- —
Balance at end of peried ’ 153,061 153,961 - -
Foreign currency translation reserve o
Balance at beginning of period (4,192) - 692 103
Net exchange differences on translation of foreign L
confrelied entity _(512) (4,884) — —
Balance at end of period (4,704) {4.192) 103 103
{b} Retained profits Sl DL
Retained profits at the beginning of the financial year 94418 60,303 . 4,483 - 457
Net profit attributable to members of Billabong International Ltd -"87,035 © 76,246 753274 . 46,157
Dividends paid 23 (50,630) (42.131) (50,630) (42,131)
Retained profits at the end of the financial year 130,823 94.418 7,127 4,483
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Note 21. Reserves and retained profits (continued)

(c) Nature and purpose of reserves

{iy Assetrevaluation reserve
The asset revaluation reserve is used to record increments and decrements on the revaluation of non-cument
asseis. The balance standing to the credit of the reserve may be used to satisfy the distribution of bonus shares
to sharehoiders and is only available for the payment of cash dividends in limited circumstances as permitted by
law.

(il) Foreign currency translation reserve
Exchange differences arising on translation of the foreign controlled entities, {listed below) are taken to the foreign
curency translation reserve, as described in accounting policy note 1(c)(iv).

Burleigh Point Ltd.

Burleigh Point Canada Inc.
VeeZee Inc.

Element Skateboards, Inc.
Billabong Retail, Inc.

GSM Investments Ltd

GSM (Europe) Pty Ltd

GSM Espana Operations Sociedad Limitada
GSM Rocket Europe

GSM England Retail Ltd
GSM (NZ Operations) Limited
GSM (Japan) Pty Lid

GSM Brasil Ltda

GSM Germany Retail GMBH
GSM Belgium Retail

Note 22. Equity

Consolidated Parent entity
Notes ©:2004 "' 2003 2004 - 2003
§000 - FO00 . §000 - 000
Total equity at the beginning of the financial year 534588 544 985 294,987 ~ 282,923

Total changes in equity recognised in the statement

of financial performance 26,366 {}_‘~_.5§_.‘27.4 T 46,157

Fair value increment on acquisition 20 : : 96 .76 2,766
Transactions with owners as owners: P ST
Dividends paid 23 (50,630) . (42,131) .(50,630) - (42,131)
1ssue of Shares 7,985 5272 7,585 5272
Total equity at the end of the financial year 578,542 534,588 305,692 294,987
Note 23. Dividends
Parent entity
12004 . 2003
“$°000 - $'000
Ordinary shares D
2003 finai dividend of 12.5 cents per fully paid share paid on 10th November 2003
(2002 final dividend of 10.0 cents per fully paid share paid on 8th November 2002} e
Fully franked based on tax paid @ 30% 25,277 - 20,025
2004 interim dividend of 12.5 cents per fully paid share paid 14th April 2004
{2003 interim dividend of 11.0 cents per fully paid share paid 14th Aprii 2003)
Fully franked based on tax paid @ 30%
Total dividends paid 50,830 42131
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Note 23. Dividends {(continued)

Dividends not recognised at year end
in addition to the above dividends, since year end the Directors have declared the payment of a final dividend of 14.0 cents
per fully paid ordinary share, fuily franked based on tax paid at 30%.

Franked Dividends
The franked portions of the final dividends declared after 30 June 2004 will be franked out of existing franking credits or out
of franking credits arising from the payment of income tax in the year ending 30 June 2005.

Consolidated Parent entity
20040 2003 112004 - 2003
1$'000 - $000  -$'000... $000

PN

Franking credits available for subsequent financial years based on a tax o R
rate of 30% (2003 30%) 15,977 13,804 15,977 13,804

{a) The above amounts represent the balance of the franking account as at the end of the financial year, adjusted for
franking credits that will arise from the payment of the June 2004 quarter tax instaiment.

(b) Franking credits of $4,476,000 were transferred from wholly owned entities to the parent entity at the time these entities
entered the tax consolidated group on 1 July 2002,

Note 24. Financial instruments

{a) Off-balance sheet derivative instruments
Billabong International Limited and certain of its controlied entities are parties to derivative financial instruments in the
normal course of business in order to hedge exposure to fluctuations in interest and foreign exchange rates.

Interest rate swap contracts

it is policy to protect part of the loans from exposure to increasing interest rates. Accordingly, the consolidated entity has
entered into interest rate swap contracts under which it is obliged to receive interest al variable rates and to pay interest at
fixed rates. The contracts are seitled on a net basis and the net amount receivable or payable at the reporting date is
included in other debtors or other creditors.

The contracts require settlement of net interest receivable or payable every three months. The settlemnent dates coincide
with the dates on which interest is payable on the underlying debt.

At 30 June 2004, the notional principal amount of the JPY interest rate swap contract is 250 million Yen (2003 - 250
million Yen) and it is due to expire in December 2004, The fixed interest rate is 1.91%, (2003 1.996%) which compares to
the 90 day bank bill rate at balance date of 1.61% (2003 - 1.41%).

At 30 June 2004, the notional principal ameunt of USD interest rate contract is $25 million USD (2003 - $25 million USD)
and it is due to expire in September 2005. The fixed interest rate is 3.34% which compares to the 80 day bank bill rate at
balance date of 1.47% (2003 — 1.06%).

At 30 June 2004, the notional principal amount of USD interest rate contract is $15 million USD and it is due to expire in
February 2008. The fixed interest rate is 3.53% which compares to the 90 day bank bill rate at balance date of 1.47%.
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Note 24. Financial instruments {continued)

{b}

Forward exchange contracts

From time 1o time, the consolidated entity enters into forward exchange contracts to purchase US dollars. The contracts
are timed to mature when major shipments of inventory are scheduled 1o arrive and cover anticipated purchases for the
upcoming season. The European division also sells British Pounds on a regulfar basis to hedge its anticipated monthly
British sales. ' ‘

At balance date, the details of outstanding contracts are:

Buy US dollars Average exchange rate
2004 .. 2003 2003
R $000
0 - 6 Months
Sell Euro 10,689 1.0007
Sell AUD 11,750 0.5809
6 - 12 Months
Sell Euro 12770 1.1096
Sell British Pounds Average exchange rate
o 2003 112004 . 2003
000
0 - 6 Months SRR
Buy Euro 6,128 07032 1 06427
6 - 12 Months S T
Buy Euro - 1,656 - 0.7021

As these contracts are hedging anticipated future purchases and saies, unrealised gains and losses on the contracts,
together with the cost of the contracts, are deferred and will be recognised in the measurement of the underlying
transaction. included in the amounts deferred are any gains and losses on hedging contracts terminated prior to maturity
where the related hedged transaction is still expected to occur.

Deferred amounts receivable and payable on open contracts have been netted and are included in other debtors and
other creditors.

The following gains and losses have been deferred at 30 June 2004

2004 2003

$'000 $'000
Unrealised Gains 1,331 1,152
Unrealised Losses {1,456) (5,450}
Net Losses (125) (4,298)

The parent entity did not enter intc forward exchange contracts in either the current or previous year,

Credit risk exposures
The credit risk on financial assets of the consolidated entity which have been recognised on the statement of financial
position is generally the carrying amount. net of any provisions for doubtful debts.

In relation to derivative financial instruments, whether recognised or unrecognised, credit risk arises from the potential
failure of counterparties to meet their obligations under the contract of arrangement. The consolidated entity’'s maximum
credit risk exposure in relation to these is as follows:

1. Forward Exchange Contracts — the full amount of the foreign currency it will be required to pay or purchase when
settling forward exchange contracts, should the counterparty not pay the currency it is committed to deliver to the
Company.

2. Interest rate swap contracts — which is limited to the net fair value of the swap agreement at balance date.

In both of the above cases the risks are considered minimal, as the counterparties are all recognised banks.
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Note 24. Financial instruments {continued)

{c) Interest rate risk exposures

The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate by maturity
periods is set out in the following table.

2004

Notes
Financial assets
Cash and deposits 5
Receivables 6
Financial liabilities
Bank Loans (secured) 18, 17
Bank Loans (unsecured) 15, 17
Trade and other creditors 14
Bills payable 17
Lease liabilities 15,17
Net financial assets (liabilities)
2003

Notes
Financial assets
Cash and deposits 5
Receivables 6
Financial liabilities
Bank Loans (secured) 15,17
Bank Loans (unsecured) 15, 17
Trade and other creditors 14
Bills payable 17
Other loans 15, 17
Lease liabilities 18, 17

Net financial assets (liabilities)

-~ .Fixed interest maturing in: -~ "

‘Floating
tinterest

orate. -

‘92 . "10.02%
412,603 A
136,408 ’ "3.70% -

71,085

1,965 112,603 263,771

(24.880) (1,198) (87,039) (1965 58,6869 j38,413).

Fixed interest maturing In:

Floating More Non- Weighted
interest 1 year Over 1 than interest Average
rate or less to§ 5 years bearing Total Interest
years rate
$'000 $'000 $'000 $'000 $'000 $'000
30,835 - — — 30,835 4%
— - -— 138,366  138.366 N/A
30,835 — — - 138,366 169,201
3.645 228 4,460 - —_ 8,333 3.24%
-— 140 770 -~ - 10 5.08%
- — — - 81,983 81,983 N/A
49,622 21,440 37,730 - ~ 108,792 3.57%
32 —r - — 32 10.95%
- 1,683 2,818 2.484 — 6,985 5.33%
53,267 23,523 45,778 2,484 81,983 207,035

(22,432}  (23523) (45778) (2.484) 56,383  (37.834)

{d) Net fair value of financial assets and liabilities

(i On-balance sheet

The net fair value of cash and cash eguivalents and non-interest bearing monetary financial assets and financial
liabililies of the consolidated entity approximates their carrying amounts.

The net fair vatue of other monetary financial assets and financial liabiiities is based upon market prices where a
market exists or by discounting the expected future cash flows by the current interest rates for assets and liabilities

with similar risk profites.
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Note 24. Financial instruments (continued)

{d)  Net fair value of financial assets and iiabilities (continued)
(i)  Off-balance sheet

The net fair value of financial assets or financial liabilities arising from interest rate swap agreements has been
determined as the carrying amount, which represents the amount currently receivable or payable at the reporting
date, and the present value of the estimated future cash flows which have not been recognised as an asset or
liability. At 30 June 2004, the net fair value payable for cutstanding interest rate swaps over their outstanding term
is $0.2 million.

For forward exchange contracts, the net fair value is taken to be the unrealised gain or loss at balance date
calculated by reference to the current forward rate for contracts with similar maturity profiles.

{e) Debtor factoring

American subsidiaries assign the majority of their accounts receivable to a factor under an agreement which continues on
an annual basis. The subsidiaries may request advances on the net sales factored at any time before their maturity date.
The factor charges a commission on the net sales factored, and interest at a bank's prime rate plus 0.5%. The
subsidiaries are subject to financial convenants under the agreement, including the requirement to maintain a minimum
tangible net worth and a minimum working capital. At June 30, 2004, management believes all financial convenants had
been met or have been waived by the factor.

The subsidiaries have an agreement with the factor to open letters of credit to facilitate the purchase of inventory. Letters
of credit are opened as needed, subject to factor approval, and are secured by the acquired inventories.

The subsidiaries have a revolving loan with its factor providing for borrowings based on a percentage of eligible
inventories. Interest on borrowings is charged at a bank’s prime rate plus 0.5%.

Maximum advances under the factoring agreement are not to exceed USD$30,000,000. Obligations due to the factor
under the factering agreement and the revolving foan are collateralised by a continuing security interest in all of the
assets of the subsidiaries plus guarantees from the Billabong group.
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Note 25. Director and specified manager disclosures

Directors
The following persons were directors of Billabong International Ltd during the financial year:

Chairman — non-executive
G.M. Pemberton

Executive directors
D. O'Neill, Chief Exacutive Officer
P. Naude

Non-executive directors
M.A. Jackson

E.T. Kunkel

F.A. McDonald

G.8. Merchant

C. Paull

Managers (other than directors) with the greatest authority for strategic direction and management
The following persons were the five managers with the greatest authority for the strategic direction and management of the
consolidated entity (“specified managers”) during the financial year:

Name Position Employer

Peter Casey General Manager, Europe GSM (Europe) Pty Ltd / GSM (Operations) Pty Ltd
Shayne Palfreyman * Chief Financial Officer GSM (Operations) Pty Ltd

Stephen Wilson Executive Vice President Burieigh Point Ltd

Johnny Schiilereff President Element Skate Element Skate Inc

Richard Sanders Vice President Sales Burleigh Point Ltd

All of the above persons were also specified managers during the year ended 30 June 2004.
* Shayne Palfreyman resigned on 10 June 2004, his resignation will be effective on 30 September 2004.

Remuneration

Principles used fo determine the nature and amount of remuneration

The objective of the company's remuneration reward framework is to ensure reward for performance is competitive and
appropriate for the resulis delivered. The framework aligns reward with achievement of strategic and financial objectives and
the creation of value for shareholders, and conforms with market best practice for delivery of reward. The Board ensures that
remuneration reward satisfies the following key criteria for good reward governance practices:

. competitiveness and reasonableness
. performance linked to strategic and financial objectives.

. transparency.

in consultation with external remuneration consultants, the company has structured a remuneration framework that is market
competitive and complimentary to the reward strategy of the organisation.

Alignment to shareholders' interests:

. has economic profit as a core component of plan design

. focuses on return on assets and key non-financial drivers of value
. aftracts and retains high calibre executives.

Alignment to program participants’ interests:

. rewards capability and experience

reflects competitive reward for contribution to shareholder value
provides a clear structure for earning rewards

provides recognition for confribution.

. & @

The framework provides a mix of fixed and variable pay, and a blend of short and fong-term incentives. At senior levels within
the group, the balance of this mix shifts to a higher proportion of “at risk” rewards.
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Note 25, Director and specified manager disclosures (continued)

Non-executive directors
Fees and payments to non-executive directors reflect the demands which are made on, and the responsibilities of, the non-
executive directors. Non-executive directors do not receive share options or retirement benefits,

Non-executive directors’ fees
The maximum aggregate remuneration pool was approved by members on 4 July 2000. The Chairman’s remuneration is
inclusive of committee fees while non-executive directors who chair a committee may receive additional yearly fees.

Non-executive directors' fees are determined within an aggregate directors’ fee pool limit.

Executive directors and managers {"executives”) pay

The executive remuneration framework has three components:

. base pay and benefits

. short-term performance incentives

. long-term incentives through participation in the Billabong Executive incentive Option Plan.

The combination of these comprises the executive's total remuneration,

Base pay

Executives are offered a competitive remuneration that comprises the components of base pay and benefits. External
remuneration consultants may provide analysis and advice to ensure remuneration is set to reflect the market for a comparable
role. Base pay for executives is reviewed annually to ensure the executive’s pay is competitive with the market. An
executive’s pay is also reviewed on promotion.

Benefits

Executives receive benefits including health insurance and superannuation as required by the laws in the various jurisdictions
that the company operates. In certain circumstances, additional benefits (e.g. travel, accommodation etc) may aiso be
provided.

Short-term incentives
Short term incentives (ST1's) vary according to individual contracts, however for high level executives they are broadly based
as follows:

- A component of the STi is finked to the ingividual performance of the executive (this is based on a number of factors,
including divisional/regional budgets, key performance indicators (KPY's) and other personal objectives).

- A component of the STl is linked to the financial performance of the company or measured against budgets set at the
beginning of each financial year.

For middle and lower level management, total STI are tinked to the individual performance (based on similar factors to those
{for high level executives). All bonuses are paid in August of the following financial year.

The short term bonus paymenis may be adjusted up or down in line with under or over achievement against the target
performance levels. This is at the discretion of the Human Resources and Remuneration Committes.

The STI target annual payment is reviewed annually.
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Note 25. Director and specified manager disciosures (continued)

Billabong Executive {ncentive Option Plan
Information on the Billabong Executive Incentive Option Plan is set out in note 29,

Details of remuneration

Details of the remuneration of each director of Biflabong International Ltd and each of the five specified managers of the
consolidated entity, including their personally-related entities, are set out in the following tables.

Directors of Billabong International Ltd

2004 Primary Post- Equity
employment
Non-
Cash salary Cash monetary Super-
Name ' and fees Bonus benefits annuation Options Shares Total
$ $ $ $ $ $ $
G.M. Pemberton * 178,366 - 1,501 11,002 - — 130,869
D. O'Neilt * 513,088 770,000 44,468 11,002 62,620 — 1,401,179
M.A. Jackson * 76,442 - 1,500 6,880 - -~ 84,822
E.T. Kunke! 75,000 . 1,497 — —— - 76,497
F.A. McDonald * 101,923 — 1,485 9,000 — — 112,418
G.S. Merchant * 76,442 — 1,513 6,880 — - 84,835
C. Pault* 76,442 - 1,500 6,880 -— - 84,822
P. Naude 755,306 754,752 15,123 5618 66,788 — 1,597,587
Total 1,853,010 1,524,752 68,587 57,262 129,408 —- 3,633,029
" includes 53 pay weeks.
Specified managers of the consolidated entity
2004 Primary Post- Equity
employment
Non-
Cash salary Cash monetary Super-
Name and fees Bonus benefits annuation Options Shares Total
$ $ $ $ $ $ $
P. Casey ~ # 492,751 300,000 17,760 8,251 47,373 1,000 867,135
8. Palfreyman * 444,344 200,000 16,785 11,002 44,353 - 716,484
8. Wilson 481,123 106,082 17,232 — 33,609 1,000 639,046
J. Schillereff 469,328 28,289 22,328 3,963 56,100 1,000 581,008
R. Sanders 403,069 106,082 21,232 4,849 34,359 1,000 570,591
Total 2,280,615 740.453 95,337 28,065 215,794 4,000 3,374,264
- Includes 53 pay weeks.
# Includes $150,000 fransfer allowance cash salary
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Note 25. Director and specified manager disclosures (continued)

Service agreements

Remuneration and other terms of employment for the Executive Directors and the specified managers are formalised in service
agreements. Each of these agreements provide for the provision of performance-related cash bonuses, other benefits
including health insurance, car allowances and tax advisory services, and participation, when eligible, in the Billabong
Execulive Incentive Option Plan. Other major provisions of the agreements relating to remuneration are set out below.

D. ONeill, Chief Executive Officer

. Term of agreement — Open, commencing 1 January, 2003.

. Base salary, inclusive of superannuation, for the year ended 30 June 2004 of $511,002 to be reviewed annually by the
remuneration committee.

. Payment of termination benefit on early termination by the employer, other than for gross misconduct, equal to 2.0 times
annual base salary.

P.Naude, General Manager USA

. Term of agreement — Open, commencing 1 July, 2000.

. Base salary, inclusive of superannuation, for the year ended 30 June 2004 of $760,371 1o be reviewed annually by the
remuneration committee.

* Payment of termination benefit on eanly termination by the employer, other than for gross misconduct, equal to the
annual base salary.

8. Palfreyman, Chief Financial Officer

» Term of agreement — Open, commencing 3 July, 2000.

. Base salary, inclusive of superannuation, for the year ending 30 June 2004 of $461,002 to be reviewed annually by the
remuneration committee.

. Payment of termination benefit on early termination by the employer, other than for gross misconduct, equal to the
annual base salary.

P. Casey, General Manager Europe

. Term of agreement — Open, commencing 3 July, 2000.

. Base salary, inclusive of superannuation, for the year ended 30 June 2004 of $311,002 to be reviewed annually by the
remuneration committee.

. Payment of termination benefit on early termination by the employer, other than for gross misconduct, equal to the
annual base salary.

S. Wilson - Executive Vice President

. Term of agreement — Open, commencing 1 July, 2000.

. Base salary, inclusive of superannuation, for the year ended 30 June 2004 of $500,000, to be reviewed annually by the
remuneration committee.

. Payment of termination benefit on early termination by the employer, other than for gross misconduct, equal to the
annual base salary.

J. Schillereff - President Element Skate

. Term of agreement — Open, commencing 7 February, 2001.

. Base salary, inclusive of superannuation, for the year ended 30 June 2004 of $485,149, to be reviewed annually by the
remuneration committee.

. Payment of termination benefit on early termination by the employer, other than for gross misconduct, equal to 0.5 times
annual base salary. .

R. S8anders - Vice President Sales

s Term of agreement — Open, commencing 1 July, 2000.

. Base salary, inclusive of superannuation, for the year ended 30 June 2004 of $417,863 to be reviewed annually by the
remuneration committee.

. Payment of termination benefit on early termination by the employer, other than for gross misconduct, equal to the
annual base salary, '
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Note 25, Director and specified manager disclosures (continued)

Share-based compensation — options
The terms and conditions of each grant of options affecting remuneration in this or future reporting periods are as follows:

Grant date Expiry Exercise Value per Date exercisable
date price option at
grant date
11 Aug00 | 10 Aug 08 $2.60 $1.15 33% after 11 Aug 02; 33% afier 11 Aug 03; 33% afier 11 Aug 04
18 Jun 01 18 Jun 06 $4.50 $1.53 33% after 18 Jun 03; 33% after 18 Jun 04; 33% afler 18 Jun 05
23 Aug 02 | 23 Aug 07 $8.10 $2.93 33% after 23 Aug 04. 33% afler 23 Aug 05; 33% afier 23 Aug 06

Options are granted under the Billabong Executive Incentive Option Plan which was approved by special resolution at the 4
July 2000 annual general meeting. Staff eligible to participate in the plan are those of supervisor level and above {including
executive directors). Options are not exerciseable unless personal and financial performance criteria are met.

Options are granted under the plan for no consideration. Options are granted for a four year period, and 33% of each new
tranche vests and is exercisable after each of year 2, 3 and 4 anniversaries of the date of grant provided performance criteria
are met

Options granted under the plan carry no dividend or voting rights.

When exercisable, each option is convertible into one ordinary share upon receipt of funds.

The exercise price of options is based on the weighted average price at which the company's shares are traded on the
Australian Stock Exchange during the ten trading days immediately before the options are granted.

Share-based compensation - employee share plan
None of the executive directors of Billabong International Ltd have elected to participate in the company's employee share
plan. The terms and conditions of each grant of shares affecting remuneration in this period is as follows:

Specified Manager Date of grant No of Shares Valiue at grant
Name date

P. Casey 28 Jun 04 118 $1,000

S. Wiison 28 Jun 04 : 118 $1,000

J. Schillereff 28 Jun 04 118 $1,000

R. Sanders 28 Jun 04 118 $1,000

The Billabong empleyee share pian, a scheme by which shares may be issued by the company to employees for no cash
consideration, was approved by special resoltution at the 4 July 2000 Annual Generai Meeting.

Equity instrument disclosures relating to directors and specified managers

Opfions provided as remuneration

Details of options over ordinary shares in the company provided as remuneration {0 each director of Billabong International Ltd
and each of the five specified managers of the consolidated entity are set out below. When exercisable, each option is
convertible into one ordinary share of Billabong International Ltd. Further information on the optiens is set out in note 29.

Number of options Number of options vested during the year
Name granted during the year
Directors of Biffabong International Ltd
G. O'Neill — 77,708
P. Naude — 89,743
Specified managers of the consolidated entity
P. Casey -~ 50,470
S. Palfreyman — 43,092
S. Wilson - 37,179
J. Schillereff - 32,655
R. Sanders — 47,436
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Note 25. Director and specified manager disclosures (continued)

Equity instrument disclosures relating to directors and specified managers
Shares provided on exercise of remuneration options

Details of ordinary shares in the company provided as a resuit of the exercise of remuneration optibns to each director of
Billabong International Lid and each of the five specified managers of the consolidated entity are set out below.

Name Amount paid Number of ordinary shares issued on
per share exercise of options during the year

Directors of Biflabong International Ltd

D. O'Neill $2.60 64,103

D. O'Neill $4.90 13,605

P. Naude $2.60 86,743

Specified managers of the consolidated entity

P. Casey $2.60 42 307

P. Casey $4.90 8,163

S. Palfreyman $2.60 20,487

S. Palfreyman $4.80 13,605

S. Wilson $2.60 37,179

J. Schillereff $4.90 32,655

R. Sanders $2.60 47436

No amounts are unpaid on any shares issued on the exercise of options.

Option holdings

The numbers of cptions over ordinary shares in the company held during the financial year by each directer of Biliabong
International Ltd and each of the five specified managers of the consolidated entity, including their personally-related entities,
are set out below.

Name Balance at the | Granted during | Exercised | Balance at Vested and
start of the the year as during the | the end of exercisable
year remuneration year the year at the end of
the year
Directors of Blifabong International Ltd
D.O'Neill 322,226 - (77,708) 244518 -
P. Naude 383,975 —- {89,743) 294,232 —
Specified managers of the consolidated entity
P. Casey 218,721 — {50,470) 168,251 -
S. Palfreyman 185,765 - {43,092) 140,673 —
S. Wilson 166,718 — {37,179) 129,539 -—
J. Schillereff * 127,965 - {32,655) 95,310 -
R. Sanders 201,743 - {47,436) 154,307 -

* Does not include options issued as part of the Element acquisition, see additional disclosure in other transactions with

directors and specified executives.

No options are vested and unexercisable at the end of the year.
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Note 25.

Share holdings

Director and specified manager disclosures (continued)

The numbers of shares in the company held during the financial year by each director of Billabong International Lid and each
of the five specified executives of the consolidated entity, including their personally-related entities, are set out below.

Name Balance atthe | Received as Options Other Balance at the
start of the remuneration exercised changes end of the year
year during the
year
Directors of Biilabong Internationaf Ltd
Ordinary shares
G.M. Pemberton 12,575,966 -— - — 12,575,966
D. O'Neilt 604,385 - 77,708 — 682,103
M.A. Jackson (a) 228,656 - —_— — 228,656
E.T. Kunkel 44 466 - - -— 44 468
F.A. McDonald 122,500 - -~ - 122,500
G.8. Merchant 44,683,444 — - - 44,683,444
C. Paull 1,828,229 —— - (470,578) 1,367,651
P. Naude 1,947,204 o 89,743 — 2,036,847
{a) Adjusted for over statement of 8,478 shares in prior year Financial Statements,
Specified executives of the consolidated entity
Ordinary shares
P. Casey 355,497 118 50,470 66,000 472,085
§. Palfreyman 94 696 — 43,092 (12,864) 124 924
S. Wilsen 189,472 118 37,179 (13,213) 213,556
J. Schillereff - 118 32,655 (17,6586) 15,117
R. Sanders 158,573 118 47 436 (126.721) 79,408

Other transactions with directors and specified managers
Directors of Biffabong International Ltd

Directors, G.S. Merchant and C Paull are Directors of Burleigh Heads Holdings Pty Ltd and G.S. Merchant is also a
shareholder of Burleigh Heads Holdings Pty Ltd. A contract exists between GSM (Operations) Pty Ltd and Burleigh Heads
Holdings Pty Ltd for the rental of a commerciai building. The contract, based on normal commercial terms and conditions, has
been in place for a number of years.

Aggregate amounts of each of the above types of other transactions with Directors and their director-related entities:

Consolidated
112004 2003

Parent entity

2003

Rent of building 1 301,170 . 1,284,650

Specified managers of the consolidated entity

Mr J. Schillereff was a director of Element Inc at the time Billabong acquired the assets comprising the "Element” skate
operation. The transaction was effective from 1 July 2002 and as part of the consideration paid by Biliabong for these assets
Mr J. Schillereff was granted 423,053 options. Additionally, as part of the acquisition terms, Mr J. Schillereff was entitled to
receive four further tranches of options, granted on 10 August following the first, second, third and fourth anniversary of the
fransaction. The terms and cenditions of each grant of options under the Element acquisition agreement to 30 June, 2004 are
as follows:
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Note 25. Director and specified manager disclosures (continued}
Grant Expiry Exercise| Number | Value per Date exercisable
date date price | of option at

options grant
granted date

04 Jul 01 30 Jun 05 $5.35 423,053 $1.74 25% after 30 Jun 02; 50% after 30 Jun 03; 25% after 30 Jun 04

10 Aug 02 | 09 Aug 06 $7.70 8,847 | $1.25 25% after 09 Aug 03; 50% after 09 Aug 04;25% after 09 Aug 05
10 Aug 03 | 09 Aug 07 $6.32 8836 | $142 | 256% after 08 Aug 04. 50% after 08 Aug 05:25% after 09 Aug 08

Note 26. Remuneration of auditors

Consolidated Parent entity
12004 . 2003 .2004.°. 2003

Remuneration for audit or review of the financial reports
of the parent entity or any entity in the consclidated entity:

Auditor of the parent entity {Australia) “243,000 217,000

15,000

Other auditors of controlled entities - S
Related practices of the auditor of the parent entity .138,000 -~ 81,000 -
Other firms 185,000 245000 i
323,000 326.000 —
15,000

568,000 __ 543.000

Remuneration for other services:

Auditor of the parent entity 68,000 : 159,000

Related practices of the auditor of the parent entity 743,000 - —_ e —
Cther firms 148,000 N — o

225,000 159,000 —~ —

Note 27. Contingent liabilities

Details and estimates of maximum amounts of contingent liabilities are as follows:
Guarantees

Secured guarantees by the parent entity in respect of bank overdrafts and loans of controlled entities.
These guarantees are secured by registered mortgages over the assets and undertakings of the consolidated entity.

Unsecured guarantees by the parent entity in respect of leases of controlled entities for $5.4 million (2003 - $7.0 million)

Trade Letters of Credit

Letters of Credit of $11.0 million to suppliers were executed but undrawn as at 30 June 2004 (2003 - $4.0 miflion). The Letters
of Credit related to the purchase of inventory in the 2003/2004 financial year and are part of the ordinary course of business.

No material losses are anticipated in respect of any of the above contingent liabilities.
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Note 28. Commitments for expenditure

Consolidated Parent entity

2003 2004 .° 2003
Lease commitments $'000 : _$’,Q0A0,f- $'000
Commitments in relation to leases contracted for at the repomng date but not IR

recognised as liabilities, payable:

Within one year o 13,852 . 8449

Later than ene year but not later than 5 years .~35990. 24879 -— -
Later than 5 years 14,054 6.275 — -

63,896 39,403 - —

Representing: ST
Non-cancellable operating leases 82,236 . 37,921 -
Future finance charges on finance leases 1,680 1,482 - -

63 896 39,403 -— -

Consohdated Parent entity

2004 .. 2003 2004 ... 2003

- $'000 . $000  -$'000 . $000
Operating leases B
Commitments for minimum lease payments in relation to non-canceliable
operating leases are payabie as follows: e
Within one year 113606 8,007

Later than one year but not later than 5 years ~35192 . 24,036 e -
Later than 5 years 13,438 5,788 -— o
Commitments not recognised in the financial statements 62,236 37,921 — -
Consolidated Parent entity
112004 2003 12004 . 2003
Finance leases 8000 $000 -$'000 - §$'000
Commitments in relation to finance leases are payable as foliows: ERERRE -
Within one year C. 1,050 2,013 -
Later than one year but not later than 5 years - 3,304 3870 e -
Later than 5 years 2,628 2,784 -— -
Minimum lease payments 7,072 8,467 PR -
Less: Future finance charges (1,860) (1.482) — —

Total lease liabilities ‘ 5412 6.985 = —

Representing lease liabilities:

Current (note 15) T : 1,683 = —
Non-current (note 17) 4,644 5,302 — -
5,412 6.985 — -

The weighted average interest rate implicit in the leases is 4.92% (2003 - 5.33%)

Under the terms of a particular lease, the consclidated entity has an option to acquire the leased asset for a specified
percentage of its fair value on expiry of the lease. This option lapses in the event the consolidated entity fails to maintain its
credit rating at the level prevailing at inception of the lease.

Consclidated Parent entity
2004 ... 2003 2004 .- 2003

Contests and Athletes ©$'000. - $'000 '$'000. . $000
Commitments in relation to sponsorship of athletes and contests are payable IR R
as follows: R

Not later than one year . 8,683 . 8,634 -

Later than one year but not later than five years L 44,301 11,628 . -

Later than five years 604 1,255 — —

23,588 21,517 -— .

Employment contracts for executives do not have a fixed end date and therefore have not been included in the above note.
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Note 29. Employee benefits

Consclidated Parent entity
2004 0 2003 12004 2003

$'000 .. $'000 ~§600.°  $'000
Employee entitlement liabilities e AR

Included in Other Creditors - current (note 14) 4272 3866 LTl
Provision for employee benefits — non-current (note 19) 1,035 432 - e
Aggregate employee benefits and related on-costs liability 5,307 4,008 - -

Employee numbers LTl
Average number of employees during the financial year 1,321 922 — —

The amounts accrued for long service leave are measured at their estimated present values as explained in Note 1 (p) (ii)

Biftabong Executive Incentive Option Plan

The establishment of the Executive Incentive Option Plan was approved by special resolution in the annual general meeting
of the Company held on 4 July 2000,

Staff eligible to participate in the plan are those of supervisor level and above {inciuding executive directors).

Options are granted under the plan for no consideration. Options are granted for a four year peried, and 33% of each new
tranche ‘becomes exerciseable after each of Year 2, 3 and 4 anniversaries of the date of grant. The employees'
entitlements to the options are vested (ie they are not conditional on future employment) as soon as they become
exercisable.

Options granted under the plan carry no dividend or voting rights.

When exercisable, each option is convertible into one ordinary share upon receipt of funds.

The exercise price of options is based on the weighted average price at which the Company's shares are traded on the

Australian Stock Exchange during the ten trading days immediately before the options are granted. Amounts receivable on
the exercise of options are recognised as share capital.

".Balance ~."" lssued ;- -Exercised "
Grant Expiry Exercise ‘atstartof - .. -during " - duingthe. "
Date Date Price c-year - theyear. .oyear

(number) .. (number)

Consolidated and Parent Entity - 2004

11 August 2000 10 August 2005 $260 2710771

18 June 2001 18 June 2006 $4.90 11,088,980 . ..

25 October 2001 25 October 2006 $7.42 755,266 . - -

28 February 2002 28 February 2007 $9.39 LB7,500 Ve S
23 August 2002 23 August 2007 $8.10 721,000

4,643,507

Consolidated and Parent Entity - 2003

11 August 2000 10 August 2005 $2.80 3,810,760 - 1,089,998 - 2,710,771
18 June 2001 18 June 2006 $4.90 1,098,880 - - - 1,068,980
25 October 2001 25 Ociober 2006 $7.42 55,256 - - - 55,256
28 February 2002 28 February 2007 $9.39 57,500 e --- — 57,500
23 August 2002 23 August 2007 $8.10 — 721,000 — — 721.000

5,022,505 721,000 1,099,998 e 4,643,507
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Note 29. Employee benefits (continued)

Options exercised during the financial year and number of shares issued to employees on the exercise of options.

Consolidated Parent Entity
Fair value of 2004 2003 - 2004 2003
shares at Number Number Number Number
Exercise Date Issue date
16 September 2002 $7.91 - 245 898 — 245,898
27 September 2002 $7.46 - 129,205 - 129,205
3 December 2002 $6.50 - 44102 - 44,102
21 March 2003 $5.03 - 680,793 - 680,793
2 September 2003 $6.99 129,436 - 129,438 -
23 September 2003 $7.37 354,582 - 354,582 —
30 September 2003 $7.45 148,285 -- 148,285 -
25 November 2003 $6.98 31,518 —— 31,518 —
26 February 2004 $7.26 10,885 - 10,885 —
3 March 2004 $7.64 23,730 -— 23,730 -
9 March 2004 $7.62 23,315 - 23,315 -
24 March 2004 $7.64 56,358 - 56,358 —
30 March 2004 $7.66 95,391 95,391 -
873,500 1,089,998 873,500 1,099,898
The fair value of shares issued on the exercise of
options is the last price at which the company’s
shares were traded on the day of the exercise of the
options.
Options vested at the reporting date 697,980 170,255 597,880 170,255
) Consclidated ~ Parent Entity
20040 2003 12004 2002
SR $ I TR 5
Aggregate proceeds received from employees on the LT LT
exercise of options and recognised as issued capital 3,061,577 2,859,995 3,061,577 2,859,995
g Consolidated . Parent Entity
- 2004 0 2003 72004 2003
©IU8000 - $'060 o ;5',090. L $'000
Fair value of shares issued to employees on the [ e
exercise of options as at their issue date. 6,442 8,619 6,442 6,619

Billabong Employee Share Plan

A scheme by which shares may be issued by the Company to employees for no cash consideration was approved by
special resolution in the annual general meeting of the Company held on 4 July 2000. All permanent employees who are
employed at the time of the offer are eligible to participate in the scheme. Employees may elect not to participate in the
scheme.

Under the scheme, eligible employees may be offered up to $1,000 worth of fully paid ordinary shares in Billabong
International Ltd for no cash consideration. Offers under the scheme are at the discretion of the company.

Shares issued under the scheme may not be sold until the earlier of three years afier issue or cessation of employment
by the consolidated entity. In all other respects the share rank equally with other fully paid crdinary shares on issue (see
note 20(c)).

The number of shares issued to participants in the scheme is the offer amount divided by the weighted average price at
which the company’s shares are traded on the Australian Stock Exchange during the five trading days immediately before
the date of the offer.
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Note 28. Employee benefits (continued)

. Consolidated - Parent Entity
2004 2003 2004 2003
80000 $000 8000 - $000
Shares issued under the plan to pariicipating employees AR e
on 28 June 2004 131,808 ~- 131,808 -
1,117 employees were issued with shares worth $1,000 based on the weighted average market price of $8.43.
Note 30. Related parties
Directors and Specified Executives
Disclosures relating to directors and specified executives are set out in note 25.
Wholly owned group
Transactions between Billabong Intemational Limited and other entities as the wholly-owned group consisted of :
Parent entity
02004 7. 2003
L $'000 - $000
Current tax related receivables owed to Billabong International Limited . 18201 7,686
Non-current tax related receivables owed to Billabong international Limited L : 44,906
Loans advanced by Billabong Intemational Limited 1,617
Loans repaid by Biflabong International Limited 15,550
Receipt of Interest {o Billabong Internationat Limited 2,795
Receipt of Dividends to Billabong International Limited 50,000
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Note 31. Investments in controllied entities

Country of Class of Equity

Name of entity Incorporation shares holding
2003

%

Burleigh Point, Ltd USA Ordinary 100
- Burieigh Point Canada, Inc. Canada Ordinary 100
- VeelZee, Inc. USA Ordinary e T 100
- Element Skateboards, inc. USA Ordinary 7100 100
- Billabong Retail, inc. usa Ordinary ~ *::100. .. 100
GSM (Europe) Pty Ltd Australia Ordinary e R 100
GSM Espana Operations Spain Ordinary 100
GSM Rocket Europe France Ordinary 100
GSM England Retail Ltd England Ordinary s Do 100
38M (Trademarks) Pty Lid Australia Ordinary C0D U 100
GSM (Operations) Pty Ltd Australia Ordinary 100 100
- GSM (NZ Operations) Limited New Zealand Ordinary S A00 100
- ACN 006 819 183 Pty Lid Australia Ordinary o A0D - 100
- GSM (Central Sourcing) Pty Ltd Australia Ordinary 100 100
GSM (Japan) Limited Japan Ordinary ST100 0 100
GSM Rocket Australia Pty Ltd Australia Ordinary D00 100
Rocket Trademarks Pty Ltd Australia Ordinary 2400 100
Sanmaree Ply Lid Australia Ordinary 2100 e 100
GSM Brasil Lida Brazil Ordinary S100 . - 100
GSM investments Lid USA Ordinary <100 100
GSM Belgium Retail * Belgium Ordinary co00 -
GSM Germany Retail GMBH * Germany Ordinary 100 -
Pineapple Trademarks Pty Ltd * Australia Ordinary 100 -

*  These entities were incorporated during the 2004 financial year.

2004  Acquisition of Controlled Entities
Nil

2003  Acquisition of Controlled Entities
Nil

2004  Acquisition of Business

Effective from 1 December 2003, Pineapple Trademarks Pty Ltd and GSM Investments Lid acquired the following assets
and liabilities comprising the “Honclua Surf Company” apparel and retail operation. The fair value of the assets and
liabilities were:

$'000
Trade Names, Copyrights and Other Intellectual Property 4,180
Goodwill 9,651
Inventory 2.654
Property, Plant and Equipment 949
Deposits and Other 111
Accounts Payable (1.363)
Accrued Expenses 343
Total Consideration Payable 15,839

Of the total consideration payable $4.2m is due for payment on 31 December 2006.

in the event that certain conditions of the acquisition agreement are met, additional consideration may be payable in cash.
Payments are due in lump sums prior to 1 March 2007 and have not been recognised in the financial statements as the
amount of the payments can not be reliably measured. The Company will review the likelihood of these payments at future
reporting dates. Should consideration be payable, it will be brought to account as a component of the goodwill arising on
acquisition, when the amount can be reliably measured.

2003  Acquisition of Business
Nil
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Note 32. Segment information

2004 Primary Reporting - Geographical segments

‘Sales to customers outside the consolidated entity
Other revenue
Total revenue

Segment resuit

Less: depreciation

Less: amortisation - goodwill
Less: interest paid (net)
Operating profit before tax

Consolidated operating profit before tax
Less: tax
Consolidated operating profit after tax

Segment assets
Elimination

Total assets
Segment liabilities

Elimination
Unaliocated liabifities

Acquisitions of property, plant & equipment,
intangibles and other non-current segment assets

Depreciation & amortisation

Other non-cash expenses

2003 Primary Reporting - Geographical segments

Sales to customers outside the consolidated entity
Other revenue
Total revenue

Segment resuit

Less: depreciation

Less: amortisation - goodwill
Less: interest paid {net)
Operating profit before tax

Consolidated operating profit before tax
Less: tax
Consolidated operating profit after tax

Segment assets
Elimination
Total assets

Segment liabilities
Elimination
Unaliocated liabilities
Total liabilities
Acquisitions of property, plant & equipment,
intangibles and other non-current segment assets

Depreciation & amortisation

Other non-cash expenses

Australia/NZ -~ Americal. ~~.

" Japan. - Brazil T ,
U000 1 §000 - I$000 .
192,684 ' S TE74.720
1514 4556
194,198 323565 6 570,285
5821 1 30,088 ~ s M44032
(2,284) 7 T(AETO) AT
(2,560) L (308) " (2,868) ..
(2,330) (1,779) (5.210)
88667 24,378 12216 2616 127,877
: 27877
o (40,842
047547
U (48.38T)
7 901,180 _
*.126,685 -
- {27.166) "

322,638

Australia/lNZ  America/ Europe Rest of Total
Japan Brazil the World
169,089 302,756 151,008 - 622,853
2,800 e — 2,354 5,154
171,889 302,758 151,008 2,354 628,007
88,508 19,912 14,479 2,354 125,253
(1,701) (3,508) {1,516) - (6,723)
(2.560) -— - - (2,560}
(3.383) (3.038) (637) o (7,058}
80,864 13,368 12,326 2,354 108,812
108,912
32,666
76,246
614,799 129,693 96,73¢ —- 840,631
(36,745)
803,886
15,608 35,968 40,757 - 92 331
(9,916)
186,883
269,298
2,783 6,175 7,962 - 16,920
4,281 3,506 1,516 - 9,283
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Notes to the Financial Statements 30 June 2004 :

Note 32. Segment information (continued)

Secondary reporting - Business segments

The consolidated entity operates predeminantly in one business segment being the surfwear and extreme sports appare!

and accessories market.

Note 33. Reconciliation of operating profit after income tax
to net cash inflow from operating activities

Consolidated
172004 ©-. 2003
1$°000 ._7 S $000
Operating profit after income tax 5 ':87,035 76,246
Depreciation and amortisation f 11,045 . 9,282

153274 46,157

Parent entity
..2004 2003

- $000 - $000

Net exchange differences ~895 1,197 ——
Change in operating assets and liabilities S
(Increase) in trade debtors :1(28,880) . (37,580) -
(Increase) in inventories 1(23,188) .. (13,017) i -
{Increase) in future income tax benefit . 1(2,166) U (2,3558) -(883) (783)
(Increase) decrease in other operating assets 10(3,329) ¢ (53614) . (5428) 7,683
Increase in trade creditors and other operating liabilities ;-,--29,?.30 25763 -204 .. -
Increase (decrease) in provision for income taxes payable ;(4,_1 42).> 1,712 2,479).  (7,708)
Increase (decrease) in provision for deferred income tax el 258 - (566) ... 7T 3,182
(Decrease) in other provisions : TRy (142) T -
Net cash inflow from operating activities 66,615 6.926 44 765 48,533
Note 34. Non-cash financing and investing activities
Consolidated Parent entity
c- 2004 - 2003 2004 - 2003
LU$000. . $000  ~'$'000..  $000
Acquisition of plant and equipment by means of finance leases 605 L 4546 L — -
Acquisition of Element (Options issued) 76 96 76 96
681 4642 76 96
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Notes to the Financial Statements 36 June 2004 ::

Note 35. Earnings per share

Consolidated
2004 - 2003

Cents
Basic earnings per share 38.1
Diluted eamings per share 3786
Consolidated

2004 - 2003

.- Number Number
Weighted average number of shares used as ths denominator L
Weighted average number of ordinary shares used as the denominator LT
in calculating basic eamings per share ' 292,289,312 200,392,000
Weighted average number of ordinary shares and potential ordinary shares R .
used as the denominater in calculating diluted earnings per share 203,987,660 202,717,302
Reconciliation of eamings used in calculating earnings per share
Net Profit After Tax . 76,246
Adjustment items o —
Eamings used in calculating Basic and Diluted Eamnings Per Share 87,035 76,246

Information concerning the classification of securities.

Options

Options granted to employees under the Billabong Executive Incentive Option Plan and issues under the Element
acquisition are considered to be potential ordinary shares and have been included in the determination of diluted earnings
per share. The Options have not been inciuded in the determination of basic earnings per share.
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Directors’ declaration ::

The Directors declare that the financial statements and notes set out on pages 18 to 60:

(@) comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional
reporting requirements; and

{by  give a true and fair view of the Company's and consolidated entity's financial position as at 30 June 2064 and of
thelr performance, as represented by the results of their operations and their cash flows, for the financial year
ended on that date.

In the Directors’ opinion:

(a)  the financial statements and notes are in accordance with the Corporations Act 2001; and

{by  there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.

This declaration is made in accordance with a resolution of the Directors.

Gary Pemberton
Chairman

Gold Coast, 23 August 2004.
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independent audit report to the members of Billabong International Limited : :

Audit opinion
in our opinion, the financial report of Billabong International Limited:

» gives a true and fair view, as required by the Comporations Acf 2007 in Australia, of the financial position of
Billabong Inlernational Limited and Billabong International Group (defined below) as at 30 June 2004, and of their
performance for the year ended on that date

o is presented in accordance with the Corporations Act 2001, Accounting Standards and other mandatory
professional reporting requirements in Austratia, and the Corporations Regulations 2001.

This opinion must be read in conjunction with the rest of our audit report.

Scope

The financial report and directors’ resporisibifity

The financial report comprises the statement of financial position, statement of financial performance, statement of cash
flows, accompanying notes to the financial statements, and the directors’ declaration for both Billabong International
Limited {the company) and Biliabong International Group (the consolidated entity), for the year ended 30 June 2004. The
censolidated entity comprises both the company and the entities it controfied during that year.

The directors of the company are responsible for the preparation and true and fair presentation of the financial report in
accordance with the Corporations Act 2001. This includes respensibility for the maintenance of adequate accounting
records and internal controls that are designed to prevent and detect fraud and emor, ang for the accounting policies and
accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the company. Our audit was
conducted in accordance with Australian Auditing Standards, in order to provide reasonable assurance as to whether the
financial report is free of material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limitations of internal control, and the availability of persuasive

rather than conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been
detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance
with the Corporations Act 2001, Accounting Standards and other mandatory financial reporting requirements in Australia,
a view which is consistent with our understanding of the company's and the consolidated entity’s financial position, and
of their performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

*  examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial
report, and

e  assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of
significant accounting estimates made by the directors.

When this audit report is included in an Annual Report, our procedures include reading the other information in the
Annual Report to determine whether it contained any material inconsistencies with the financial report.

While we considered the effectiveness of management's internal controls over financial reporting when determining the
nature and extent of our procedures, our audit was not designed to provide assurance on internal controls.

Our audit did not involve an analysis of the prudence of business decisions made by directors or management.

independence

In conducting our audit, we followed applicable independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2001.

Hiévsoatin Lowaslospaun

PricewaterhouseCoopers
R A Baker Gold Coast
Partner 23 August 2004
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Shareholder Information : :

The shareholder information set out below was applicable as at 20 August 2004.

Distribution of Equity Securities
Analysis of numbers of equity security holders by size of helding:

Ordinary shares

Number of Share Number of Shares Number of Option Number of Options

Holders Holders
1 - 1,000 10,132 4,946 926 4 2,370
1,000 - 5,000 5,132 12,013,963 18 51,747
5001 - 10,000 585 4,397,422 44 285,951
10,001 - 100,000 289 7.450,101 110 1,956,516
100,001  and over 82 174,668,149 17 1,875,821
16,230 203,476,561 184 4,272,405

There were 199 holders of less than a marketable parcel of ordinary shares.

Equity Security Holders

Twenty largest quoted equity security holders
The names of the twenty largest holders of quoted equity securities are listed below:

Ordinary shares

Name Number Percentage of
held issued shares
Gordon & Rena Merchant No2 Pty Lid 42 413,003 20.85%
Westpac Custedian Nominees Limited 27,286,499 13.41%
National Nominees Limited 15,872,300 7.80%
J P Morgan Nominees Australia Limited 13,022,240 6.40%
Jontex Pty Ltd 12,575,966 6.18%
Cogent Nominees Pty Limited 5,231,505 2.57%
ANZ Nominees Limited 5,072,304 2.49%
AMP Life Limited 4,825,792 2.37%
Citicorp Nominees Pty Limited <CFS WSLE Imputation Fund a/c> 3,226,608 1.69%
Cogent Nominees Pty Limited <SMP Accounts> 3,061,046 1.50%
Citicorp Nominees Pty Limited <CFS WSLE Geared Share Fund afc> 2,969,163 1.46%
Citicorp Nominees Pty Limited 2,658,208 1.31%
IOOF investment Management Limited 2,565,377 1.26%
Citicorp Nominees Pty Limited <CFS WSLE Aust Share Fund afc> 2,481,437 1.22%
GSM Pty Ltd 2,268,984 1.12%
Queensland investment Corporation 2,163,717 1.06%
Mr Paut Naude 2,036,947 1.00%
Citicorp Nominees Pty Limited <CFS imputation Fund a/c> 2019412 0.99%
Citicorp Nominees Pty Limited <CFS WSLE industrial share a/fc> 1,921,350 0.94%
Billytoo Pty Ltd 1,357 651 0.67%
185,028,519 76.19%%
Unquoted Equity Securities Number Number
on issue of holders
Options issued under the Billabong Executive Incentive Option Plan to take up ordinary 3,770,007 162
shares
Options issued pursuant to an agreement in connection with the acquisition of the 502,398 32
American based Element skateboarding brand on 4 July 2001
The opticns listed above are the only unquoted equity securities on issue. No person
holds 20% or more of these securities.
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Shareholder Information

Substantial Holders

As at 20 August 2004, the names of substantial holders in the Company who have notified the Company in accordance with
Section 6718 of the Corporations Act 2001 are set out below :

Number Percentage
Held

Ordinary shares

Gorden Stanley Merchant 46,473,265 22.84%
Gordon & Rena Merchant (No 2.) Pty Ltd & GSM Pty Ltd 51,431,926 25.28%
Gary Milton Pemberton & Jontex Pty Ltd 14,647,234 7.20%
Commonweaith Bank of Australia 18,007,004 9.34%
Concord Capital Limited ' 10,163,097 4.99%
AMP Limited 12,334,426 6.66%

Voting Rights
The voting rights atiaching to each class of equity securities are set out below:
(a) Ordinary shares
On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll
each share shall have one vote.
{b) Options
No voting rights.
Stock Exchange Listing
The shares of the Company are listed under the symbol BBG on the Australian Stock Exchange Limited. The
Company's home branch is Brisbane.
Shareholder Enquiries
Shareholders with queries about their shareholdings should contact the Company's Share Registry as follows:
Computershare Investor Services Pty Ltd

GPO Box 523
BRISBANE QLD 4001

Telephone Australia: 1300 652 270

Telephone International:  (+81 7) 3237 2100

Fax: (+61 7) 3229 9860

Email; brisbane.services@computershare.com.au
Change of Address

lssuer sponsored shareholders should notify the share registry in writing immediately upon any change in their address
quoting their Securityholder Reference Number (SRN). Changes in addresses for broker spensored holders should be
directed to the sponsoring brokers with the appropriate Holder Identification Number (HIN).

Dividends

Dividend payments may be paid directly o a nominated Australian financial institution. Payments are electronically
credited on the dividend payment date and confirmed by payment advices mailed directly to the shareholder’s registered
address. A form for this purpose is available from Computershare Investor Services Pty Ltd. Billabong also pays
dividends by local currency cheque to shareholders who maintain a registered address in the following jurisdictions:

Hong Kong - $HK, Japan - Yen, France - Euro, United States - $US
i a shareholder has not provided direct credit instructions 1o have their dividend paid direct to an Australian financial

institution or they do not have their shareholding registered in one of the above four countries, then by defauit they will
receive an Australian dividend cheque.
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Shareholder Information

Annual Report

All Shareholders will receive a copy of the Concise Annual Report. Shareholders who do not wish to receive the Concise
Annual Report should contact the Share Registry. These shareholders will continue to receive all other shareholder
information.

Tax File Numbers (TFN)

Billabong International Limited is cbliged to deduct tax from unfranked or partiaily franked dividends paid to sharehoiders
registered in Australia who have not provided their TFN to the Company. If you wish to provide your TFN, please contact
the Share Registry,

Consolidation of Muitiple Shareholdings

if you have multiple shareholding accounts that you wish to consolidate into a single account, please advise the Share
Registry in writing. i your holdings are broker sponsored, please contact the sponsoring broker directly.

Become an Online Shareholder

Billabong offers shareholders an electronic service that enables them to be kept up-to-date with significant Company
announcements as they happen. By subscribing for this service, shareholders can also elect not to receive a printed
annual report and to view the annuai report on line in the future.

Registration for this service provides shareholders with an e-mail advice containing a link to www.biliabongcorporate.com
each time a relevant announcement is made by the Company and posted on this site,

At www billabengcorporate,com sharehelders can view :

s Annual and half-year reports
s Stock Exchange announcements
s Billabong's share price information

e  General shareholder information

To register, shareholders should visit our share registry at www.computershare.com and foliow these easy steps :

s  Click on 'Investors’

s  (Click on 'Register Your Emait Address’

» Next, select 'Billabong International’ from the drop down fist

¢ Then enter your personal security information: Holder Identification Number (HIN) or Security Reference Number
{SRN); family or company name and postcode and click on ‘submit’ and follow the prompts

After the shareholder has entered their email address and selected which publications they wish to receive, an email will
be sent to the shareholder for confirmation purposes. When received, the shareholder should simply click ‘reply’ to
confirm their details, then ‘send’.
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Appendix 3B
New issue announcement

Rule 2.7, 3.10.3, 3.10.4, 3.10.3

Appendix 3B

R New issue announcement,
7 application for quotation of additional securities
and agreement

Information or documents not availuble now must be given to ASX as soon as avaitable.  Information and
documents given to ASX become ASX’'s property and may be made public.

Introduced 177496, Origin: Appendix §. Amended E7/98, £49/99, 1772000, My9260F, 1132002, 1712603,

Name of entity

BILLABONG INTERNATIONAL LIMITED

ABN
17 084 923 946

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (aftach sheels if there s not enough space).

1 *Class of *securities issued or to be | Fully paid ordinary shares
issued

(9]

Number of *securities issued or to | 9,197
be issued (if known) or maximum
number which may be issued

3 Principal terms of the *securities
(eg, if options, exercise price and | Identical to existing quoted ordinary shares
expiry date; if patly paid
*securities, the amount outstanding
and due dates for payment; if

*convertible securities, the
conversion price and dates for
conversion)

+ See chapter 19 for defined terms.
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Appendix 3B
New issuc announcement

4 Do the *securities rank equally in all
respects from the date of allotment Yes
with an existing *class of quoted
*securities?

If the additional seccurities do not

rank equally, please state:

¢ the date from which they do

e the extent to which they
participate for the next dividend,
{in the case of a trust,
distribution) or interest payment

¢ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5 Issue price or consideration 9,197 @ $5.35 per share

6 Purpose of the issue
(If issued as consideration for the | [ssued to executives pursuant to the exercise of
acquisition of assets, cleatly identily | yested options in accordance with the terms of
those assets) the Executive Incentive Option Plan.

7 Dates of entering “securities into
uncertificated holdings or despatch 1 July, 2004
of certificates
Number *Class
8 Number and “class of all
*securities  quoted on  ASX | 203,355,344 Ordinary

{(including the securities in clause
2 if applicable)

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Number *Class

9 Number and “class of all

*securities not quoted on ASX | 2,160,776 Options expiring 10
(including the securities in clause August 2005
2 if applicable) exercisable at $2.60

(BBGAK)

793,894 Options expiring 18
June 2006
exercisable at $4.90
(BBGAD

459,839 Options expiring 30
June 2005
exercisable at $5.35
(BBGAM)

36,837 Options expiring 25
October 2006
exercisable at $7.42
{(BBGAO)

57,500 Options expiting 28
February 2007
exercisabie at $9.39
(BBGAQ)

721,000 Options expiring 23
August 2007
exercisable at $8.10
(BBGAS)

59,740 Options expiring 10
August 2006
exercisable at $7.70
{BBGAU)

60,126 Options expiring 10
August 2007
exercisable at $6.32
(BBGAW)

10 Dividend policy (in the case of a

teust, distribution policy) on the | Identical to existing quoted ordinary shares.
increased capital {interests)

+ See chapter 19 for defined terms.
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Appendix 3B
New issne announcement

Part 2 - Bonus issue or pro rata issue

1t

15

20

21

22

Is  security bolder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
{or subregisters) be aggregated for
calculating entitlemenis?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has ‘security holders who
will not be sent new issue
documents

Note: Seawrity holders must be told how their
entitfements are to be deall with.

Cross reference: tde 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers (o the issue

Fee or commission payable to the
broker to the issue

N/A -

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms,
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Appendix 3B
New issue announcement

[
W

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations ofn
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitfement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent 1o option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in  fill through a
broker?

How do “security holders sell part
of their entitlements through a
broker and accept for the balance?

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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Appendix 3B
New issuc announcement

32 How do *security holders dispose
of their entitlements {except by sale N/A
through a broker)?

33 *Despatch date
N/A

Part 3 - Quotation of securities

You need only complete this section if you are applying for guotation of securities

34 Type of seeurities
Uick one)

{a) % Securities described in Part 1

{b) ‘:‘ All other securities

Example: restricted seenrities at the cog of the escrowed period, partly paid secarities that becowe fully paid, employee
incentive share gecurities when restriction ends, seeurities issued on expiry or conversion of convertible scourities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick to indicate you are providing the information or
dotuments

s If the “securitics are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 D If the *securities are “equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1 - 1,000
1,001 - 5,600
5,001 - 16,000
10,001 - 100,000
100,001 and over

37 I:I A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Entities that have ticked box 34(b)

38 Number of securities for which
*quotation is sought N/A

39 Class of “securities for which
quotation is sought N/A

40 Do the *securities rank equally in all
respects from the date of allotment N/A
with an existing “*class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

s the extent to which they
participate for the next dividend,
(in the case of a 1trust,
distribution) or interest payment

s the exient to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

43 Reason for request for quotation
now N/A

Example: In the case of restricted securities, end of
restriclion period

(if issued upon conversion of
another security, clearly identify that
other security)

Number *Class

42 Number and “class of all *securities
quoted on ASX (including the N/A
securities in clause 38)

+ See chapter 19 for defined terms.
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Appendix 3B

New issue announcement

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

The issue of the “securities to be quoted complies with the law and is not for
an illegal purpose.

There is no reason why those *securities should not be granted *quotation.

An offer of the “securities for sale within 12 months afier their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to oblain appropriate warranties from subscribers for the securilies in order to be able to give
this warranly

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any “securities 1o be quoted and
that no-one has any right to return any ‘securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the “securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

If we are a trust, we warrant that no person has the right to return the
*securities 10 be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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Appendix 3B

New issue announcement

3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: William Bass Date: 1 July 2004

(Company Secretary)

Print name: William Bass

|
il
il
i
il
il
i

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Loinid Rule 2.7.3.10.3,3.10.4, 3.10.5

LD A T3 Appendix 3B

TATLENEL L New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as svon as available.  Information and
documents given to ASX become ASX"s property and may be made public.

titroduced 177/96. Origin: Appendix §. Amended £/7/98, £9:90, 1772000, 197260, 11722002, 1/1726403,

Name of entity

BILLABONG INTERNATIONAL LIMITED

ABN
17 084 923 946

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections {altach sheels if there is not enough space).

I *Class of *securities issued or to be | Fully paid ordinary shares
issued

[19]

Number of Tsecurities issued or to | 3,555
be issued (if known) or maximum
number which may be issued

3 Principal terms of the *securities
(eg, if options, exercise price and | [dentical to existing quoted ordinary shares
expiry date; if patly paid
*securities, the amount outstanding
and due dates for payment; if

“convertible securities, the
conversion price and dates for
conversion)

+ Sce chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

*
L

the date from which they do

the extent to which they
participate for the next dividend,
{in the case of a trust,
distribution) or interest payment
the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issuc

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering “securities into
uncertificated holdings or despatch
of certificates

Number and “*class  of all
*securities quoted on  ASX
{including the securities in clause
2 if applicable)

Yes

3,555 @ $5.35 per share

Issued fo executives pursuant to the exercise of
vested options in accordance with the terms of
the Executive Incentive Option Plan.

30 June, 2004

Number “Class

203,346,147 Ordinary

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Number *Class

9 Number and “‘class of all
*securities not quoted on ASX | 2160,776 Options expiring 10
(including the securities in clause August 2005
2 if applicable) exercisable at $2.60

(BBGAK)

793,894 Options expiring 18
June 2006
exercisable at $4.90
{BBGAD

469,036 Options expiring 30
June 2008
exercisable at $5.35
(BBGAM)

36,837 Options expiring 25
October 2006
exercisable at $7.42
{(BBGAO)

57,500 Options expiring 28
February 2007
exercisable at $9.39
{BBGAQ)

721,000 Options expiring 23
August 2007
exercisable at $8.10
(BBGAS)

59,740 Options expiring 10
August 2006
exercisable at $7.70
{(BBGAU)

60,126 Options expiring 10
August 2007
exercisable at $6.32
{BBGAW)

10 Dividend policy (in the case of a

teust, distribution policy) on the | jdentical to existing quoted ordinary shares.
increased capital (interests)

+ See chapter 19 for defined terims.
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Appendix 3B
New issue announcement

Part 2 - Bonus issue or pro rata issue

11

10

20

21

22

23

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date 10  determine
entitlements

Will holdings on different registers
{or subregisiers) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
celation to fractions

Names of countries in which the
entity has “security holders who
wifl not be sent new issue
documents

Note: Security holders must be rold how their
entitlements are to be deall with,

Cross reference: ruje 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issuc

Fee or commission payable to the
broker to the issue

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ Sec chapter 19 for defined terms.
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Appendix 3B
New issue announcement

31

Amount of any handling fee
payable to brokers who lodge
acceplances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospecius or Product
Disclosure Statement will be sent to
petsons entitled

IT the entity has issued options, and
the terms entitle option holders to
patticipate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in  full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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Appendix 3B
New issue annoeuncement

32 How do *security holders dispose
of their entitlements (except by sale N/A
through a broker)?

L
(P87

*Despatch date

N/A

Part 3 - Quotation of securities

You need only complete this section if you are applying for guotation of securities

34 Type of sceucities
(tick one)

(8) %

(b)

Securities described in Part 1

All other securities

Example: restricted sccuities at the end of the escrowed period, partly paid securities that become Rully paid, employes
incentive share securities when restriction ends, securities issied on expiry or conversion of convertible seaurities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick to indivate you are providing the information or

dovuments

If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

If the “securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories

1-1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 100,000

100,001 and over

A copy of any trust deed for the additional “securities

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Entities that have ticked box 34(b)

38 Number of securities for which
~quotation is sought N/A

39 Class of “*securities for which
quotation is sought N/A

40 Do the *securities rank equally in all
respects from the date of allotment N/A
with an existing *class of quoted
“securities?

If the additional securities do not

rank equally, please state:

o the date from which they do

e the extent to which they
participate for the next dividend,
{in the case of a trust,
distribution) or interest payment

¢ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

41 Reason for request for quotation
now N/A

Example: in the case of restricted securities, ead of’
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number *Class

42 Number and *class of all *securities
quoted on ASX (including the N/A
securities in clause 38)

+ See chapter 19 for defined terms.
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Appendix 3B
New issuec announcement

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those “securities should not be granted *quotation.

. An offer of the “securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be able to give
this warranly

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any “securities to be quoted and
that no-one has any right to return any “securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the “securities be quoted.

. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities 10 be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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Appendix 3B

New issue annouitcement

(V%]

We will indemnify ASX to the fullest extent permitted by law in respect of any

claim, action or expense arising from or connected with any breach of the warranties

in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and

documents. We warrant that they are (will be) true and complete.

Sign here: William Bass Date: 30 June 2004

(Company Secretary)

Print name: William Bass

il
i
1l
il
i

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Rule 2.7,3.10.3,3.104, 3.70.5

oy = Appendix 3B

- New issue announcement,

application for quotation of additional securities
and agreement

Information or documenss not available now must be given to ASX as svon as aveitable.  Information and
documents given 10 ASX become ASX's property and may be made public.

Introduced 177796, Origin: Appendix 5. Amended 17798, 179799, 1/2/2000, 30/9,2061, 1173720402, 17172003,

Name of entity

BILLABONG INTERNATIONAL EIMITED

ABN

17 084 923 946

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections {attach sheets if there is nof enough space).

I

*Class of *sccuritics issued or to be
issucd

Number of "securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the securities (eg,
if options, exercise price and expiry
date; if partly paid *securities, the
amount outstanding and due datcs
for  payment; if  “convertible
securities, the conversion price and
dates for conversion}

Fully paid ordinary shares

5,000

Identical to existing quoted ordinary shares

+ See chapter 19 for defined terms.

17172003
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Appendix 3B
New issue announcement

wn

6

Do the *securitics rank equally in all
respects from the date of allotment
with an existing ‘class of quoted
“securities?

If the additional sccuritics do not

rank equally, plcase state:

¢ the date from which they do

s the cxtent to which they
participate for the next dividend,
(in the casc of a trust,
distribution) or interest payment

o the extent 1o which they do not
rank c¢qually, other than in
relation o the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issucd as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering ‘securities into
uncertificated holdings or
despatch of cenificates

Number and “class of all "securities
quoted on ASX (including the
securitics in clause 2 if applicable)

Yes

5,000 @ $5.35 per share

Issued to executives pursuant to the exercise of
vested options in accordance with the terms of
the Executive Incentive Option Plan.

13 July, 2004

Number *Class

203,360,344 Ordinary

-+ See chapter 19 for defined terms,
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Appendix 3B
New issue announcement

Numnber *Class

9 Number and *class of all “securities
not quoted on ASX {includingthe | 2160776 Options expiring 10
securities in clause 2 if applicable) ' August 2005

exercisable at $2.60

(BBGAK)

793,894 Options expiring 18
June 2006
exercisable at $4.90
{(BBGALI)

454 839 Options expiring 30
June 2003
exercisable at $5.35

(BBGAM)

36,837 Options expiring 25
October 2006
exercisable at $7.42
{(BBGAQO)

57,500 Options expiring 28
February 2007
exercisable at $9.39
(BBGAQ)

721,000 Options expiring 23
Aungust 2007
exercisable at $8.10
(BBGAS)

59,740 Options expiring 10
August 2006
exercisable at $7.70
(BBGAU)

60,126 Options expiring 10
August 2007
exercisable at $6.32
(BBGAW)

10 Dividend policy (in the case of a
trust, distribution policy) on the | [dentical to existing quoted ordinary shares.
increascd capital (interests)

+ See chapter 19 for defined terms.

17142003 Appendix 3B Page 3



Appendix 3B
New issue announcement

Part 2 - Bonus issue or pro rata issue

11

14

18

20

21

22

23

Is security holder  approval
required? '

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will be
offered

*Class of “securities to which the
offer relates

*Record  date  to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of counfries in which the
entity has *security holders who will
not be sent new issue documents

Note: Sceoerity holders must be old how their
entitlerents are to be dealt with.

Cross reference: rufe 7.7.

Closing date  for rececipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission
Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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Appendix 3B
New issue anpouncement

26

30

3

Amount of any handling fee
payable to brokers who lodge
acceptances or repunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the date
of the mecting

Date entitlement and acceptance
form and prospecius or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issucd options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to eption
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (f
applicable)

How do “sccurity holders sell their
entitlements i fidl through a
broker?

How do *security holders scll pars
of their cntitlements through a
broker and accept for the balance?

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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New issue announcement

32 How do Tsecurity holders dispose
of their entitlements (except by sale N/A
through a broker)?

33 *Despatch date
N/A

Part 3 - Quotation of securities

You need only complete 1his section if you are applving for quotation of securities

34 Type of securitics
(tick one)

(a) % Securities described in Part |

(b) All other securities

Example: restricted seeuritios at the end of the esceowed poriod, partly paid securlties that become fully paid, employee
incentive share scearities when restriciion ends, securitios issued on expliry or conversion ofconvertible securitics

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick to indicate you are providing the infornuation or
documents

35 D If the “securitics are *equity securitics, the names of the 20 largest holders of the
additional "securities, and the number and percentage of additional *securities held by
thosc holders

36 I__—I If the *securities are “equity securities, a distribution schedule of the additional
*sccuritics setting out the number of holders in the categories
- 1,000
1,001 - 5,600
3,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securitics

+ See chapter 19 for defined terms.
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New issue annpouncement

Entities that have ticked box 34(b)

38 Number of securitics for which
*guotation is sought ' N/A

39 Class  of ‘*securities for which
quotation is sought N/A

40 Do the “securities rank equally in all
respects from the date of allounent N/A
with an existing ‘“class of quoted
*securities?

If the additional securities do not

rank equally, please state:

s the date from which they do

o the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

¢ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

41 Reason for request for quotation
now N/A

Example: in the case of restricred securiiies, end of
restriction period

(if issued wupon conversion of
another security, clearly identify that
other security)

Number *Class

42 Number and *class ofall *securities
quoted on ASX {including the N/A
securities in clause 38)

+ See chapter 19 for defined terms.
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New issue announcement

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

There is no reason why those “securities should not be granted *quotation.

An offer of the “securities for sale within 12 months afier their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An cotity may need 1o obiakn appropriate warrantivs from subscribers (or tha securities in order to de able to
give thls warraniy

Section 724 or section [016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the “secarities be quoted.

We warrant that if confirmation fs required under section 1017F of the
Corporations Act in relation to the “securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

If we are a trust, we warrant that no person has the right to return the
securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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Appendix 3B
New issue anpouncement

3 We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the “securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: William Bass Date: 13 Fuly 2004

{Company Secretary)

Print name: William Bass

+ See chapter 19 for defined terms.
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Appendix 3B

New issue anpouncement

Rule 2.7,3.10.3,3.10.4,3.10.5

New issue announcemernt,

application for quotation of additional securities

and agreement

Information or documents not availuble now must be given to ASX as soon as available.  Information and

documents given 10 ASX become ASX's property and may be made public.

!
Tntroduced 1/72/96. Origin: Appendix §. Amended 1/7/98, 149799, 177:2000, 30:9/2001, 11/3:2002, 14172003,

Name of entity

" IBILLABONG INTERNATIONAL LIMITED

ABN
17 084 923 946

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (astach sheets if there is not enough space).

1 *Class of *sccurities issued or to be Fully paid ordinary shares
issued

2 Number of *securities issued or to | 107975
be issued (if known) or maximum
number which may be issued

3 Principal termus of the Fsecurities {(eg,

if options, exercise pricc and cxpity | Fdentical to existing quoted ordinary shares

date; if partly paid “*securities, the
amount cutstanding and due dates
for payment; if “convertible
securities, the conversion price and
dates for conversion)

+ See chapter 19 for defined terms.
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New issue announcement

W

6

Do the *securities rank equally in all
respects from the date of allotment
with an existing “*class of quoted
*securitics?

If the additional securities do not
rank equally, please state:

L]
L]

the date from which they do

the extent to which they
participate for the next dividend,
{in the case of a trust,
distribution) or interest payment
the extent fo which they do not
rank ecqually, other than in
relation to the next dividend,
distribution or interest payment

Issuc price or consideration

Purpose of the issue

(If issucd as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of cntering *securitics into
uncertificated holdings or
despatch of centificates

Number and *class of all *securities
quoted on ASX (including the
securities in clause 2 if applicable)

Yes

105,763 @ $5.35 per share
2,212 @ $ 7.70 per share

Options issued pursuant to acquisition of assets
effective 1 July 2002 of Element skate
operation:-

Trademarks, copyrights &
intellectval property 325,289,000
Goodwill $ 1,000,000

19 July, 2004

Number *Class

203468319 Ordinary

-+ See chapter 19 for defined terms.
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New issue announcement

Number +Class

9 Number and *class of all *securities
not quoted on ASX (including the | 2.160,776 Options expiring 10
securities in clause 2 if applicable) ' August 2005

exercisable at $2.60

{(BBGAK)

793,894 Options expining 18
June 2606
exercisable at $4.90
{BBGAD)

349076 Options expining 30
June 20605
exercisable at $5.35
(BBGAM)

36,837 Options expiring 25
October 2006
exercisable at $7.42
{(BBGAQ)

57,500 Options expiring 28
February 2007
exercisable at $9.39
(BBGAQ)

721,000 Options expinng 23
August 2007
exercisable at $8.10
{BBGAS)

57,528 Options expiring 10
Aungust 2006
exercisable at $7.70
(BBGAL)

60,126 Options expiring 10
August 2007
exercisable at $6.32
(BBGAW)

10 Dividend policy (in the case of a
trust, distribution policy) on the | Tdentical to existing quoted ordinary shares.
increased capital (inferests)

+ See chapter 19 for defined terms.
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New issue announcement

Part 2 - Bonus issue or pro rata issue

11

12

14

17

19

20

21

2

23

Is  sccurity holder approval
required?

[s the issue renounceable or non-
renounceable?

Ratio in which the *securitics will be
offered

*Class of *securities to which the
offer relates

*Record  date  to  determine
entitlenents

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
enfity has *security holders who will
not be sent new issuc documents

Note: Scourity halders must be told how rheir
entidements are to be dealt with,

Cross reforence: rute 7.7,

Closing date for receipt  of
accepiances or renunciations

Names of any underwriters

Amount of any underwriting fee or

CONUMISSion

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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New issue announcement

27

30

3

Amount of any handling fee
payable to brokers who lodge
acceptances Or renunciations on
behalf of *security holders

if the issue is contingent on
*security holders® approval, the date
of the mecting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will cnd (if
applicable}

How do Tsecurity holders sell their
entitlements  in fulf through a
broker?

How do “*security holders scll pars
of their cntitlements through a
broker and accept for the balance?

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.

1/1/2003
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New issue announcement

32 How do *security holders dispose
of their entitlements (except by sale N/A
through a broker)?

33 *Despatch date
N/A

Part 3 - Quotation of securities

You need only complete this section if vou ure applying for guotation of securities

M4 Type of sccuritics
(tick one)

(a) % Sceurities described in Part 1

(b) All other securities

Example: restricred securities a1 the end of the escrowed period, partly pald securdtios that became fully paid, employes
incentive share securitics when restricrion ends, securities issued on expiry or conversion of convertibie securitics

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 10 indicate you ore providing the information or
docurments

3 D If the “sccuritics arc *equity securities, the names of the 20 largest holders of the
additional *sccurities, and the number and percentage of additional *sccurities held by
thosc holders

36 D If the *sccuritics are *equity securities, a distribution schedule of the additional
*securities sctting out the number of holders in the categorics
1-1,000
1,001 - 5,000
3,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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New issuc announcement

Entities that have ticked box 34(b)

38

39

40

41

4z

Number of securitics for which
*quotation is sought

Class of “securities for which
quotation is sought

Do the “securities rank equally in all
respects from the date of allotment
with an existing “class of quoted
*securities?

If the additional securities do not

rank equally, please state:

* the date from which they do

o the ecextent to which they
participate for the next dividend,
(in the «case of a firust,
distribution} or interest payment

» the extent to which they do not
rank equally, other than in
rclation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricred securities, end of
restriction peciod

(if issued wupon conversion of
another scourity, clearly identify that
other security)

Nunmiber and *class of all *securities
quoted on ASX (including the
securities in clause 38)

N/A

N/A

N/A

N/A

Number

*Class

N/A

+ See chapter 19 for defined terms.
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Appendix 3B

New issue announcement

Quotation agreement

I - *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

There is no reason why those *securities should not be granted *quotation.

An offer of the “securities for sale within 12 months afler their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain approprinte warranties ffom subseribers for the securiiies in onder to be able to
give this warranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to retumn any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the “securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the “securities be quoted.

If we are a trust, we warrant that no person has the right to return the
“securities to be quoted under section 10198 of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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New issue anpouncement

3 We will indemmify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. f any
information or document not available now, will give it to ASX before *quotation of
the *securitics begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Williarn Bass Date: 19 July 2004

(Company Secretary)

Print name: William Bass

+ See chapter 19 for defined terms.
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29-1UL-2004 02:40PM  FROM- T-583  P.001/008  F-441

FACSIMILE TRANSMITTAL SHEET

TO From:

Austratian Stock Exchange Carolyn Kiffin
COMPANY: DATE:
Thursday, 29 July 2004
PAY. NUMEBER: TOrTAL NO. OF PAGES INCLUDING COVER;
1900 999 279 Six
RE: FHONE NUMBER:
Notice of Change of Interests of (02) 9006-3000
Substantial Holder

Mursent Drorreview O rigasc cOMMENT [ PLEASE REPLY [ PLEASE RECYCLE

Please find following form 604 — Notice of Change of Interests of Substandal Holder - re BBG.

Neither Concord Capital nior any of its affiliates own shares fot its own account, rather the shares
repotied on Form 604 are owned by accounts under the discretonary investment management of
Concord Capital

Regards

Carolyn Kiffin
Manager = Operations Tl e
Concord Capital Limited Sl s

Srid

ckiffin@concordeapital. com.au - N i

Conconi Copitnl Limited ABN 54 092 842 389  Australian Financial Services Licsnce no. 240675

Level 10, 610 O’Connell Streer, Sydney NSW 2000 GPO Box 4303 Sydney NSW 2001

Phone (02) 9006-3000 Fax {07) 9006-3030

PR I
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20-JUL-2004 02:40PM  FROM- T-593  P.002/006 F-d4d)
Form 604
Corporations Act 2001
Section 6718
Notice of change of interests of substantial holder
To_ Company Name/Scheme BILLABONG INTERNATIONAL LTD

ACN/ARSN

084 923 946

1. Details of substantial holder (1)

Name

ACN/ARSN (if applicable)

Thare was a ehange in the Interests of the

CONCORD CAPITAL LID

0®2 B42 B89

substantisl holder on

The previous notice was given o the company on

The previous notice was dated

2. Previous and present veoting power

27/2/200¢

25/5/2004

24/5/2004

The tatal nunber of votas altachad to all the voting shares in the company or voiing interests in the scheme that the substantial halder or
an associate (2) had a relevant [nterest (3) In when last required, and when now required, to give a substantial helding natice to the
company or scheme, are as follows:

SHARES

Class of securities (4) Previgus notice Present notice
Parson’s voles Vating power (5) Person's votes Vating powar (5)
FULLY FAID ORDINARY 10,153,097 5.01% 13,200,575 | 6.49%

3. Changes in ralavant intarests

Particulars of each change In, or change In the nature of, a relevant inerest of the substantisl holder or an associate in vating securitles of
the company er echeme, since the substantial holder wag last required (o give & substantiz] holding notics to the campany or scheme are
as fallows:

Date of Person whose Nature of change (6) | Consideration givenin | Class and number | Person's votes
changs relavart interast relation to change (v) | of securltles affected
changed a
REFER TQ REFER TO
ATIEXORE & ANNEXURE B

4. Prasent relavant intarosts

Particulars of esch relavent interest of the substantial holder in voting securities afler the change are as follows:

ANNEXTRE ©

Holder of Registered holder Person entited 1o be Nature of relevant Class ang number Parson's votes
relevant of securitiea registered as holder inerest (8) of securities
interest (&)

REFER TO




29-JUL-2004 02:41PM  FROM- T-583  P.003/006 F-441

5. Changes in association

The persons who have become associates {2) of, ceased to be associates of, or have changed the nalure of their assaclation (8) with, the
substantial hokder in relation to voting interests in tha campany or sehame are as fallows:

Name and ACNJARSN (i applicable) | Nature of association

N/A /A

6. Addresses

The addresses of persens named in this form are as foliows:

I
Name | Address
CONCORD CAPITAL LTD | LEVEL 10, &~10 O'CONMELT. STREET SYDNEY NSW 2000
S
Signature
print neme chris tapacity Director
P e d

sign here m/- date 29/7/2004

~

DIRECTIONS

(1) Ifthere are @ number of substantial holders with similar or relstad relevant intarasts (ag. a comoration and its ralated corporations, er the
manager and trustee of an equlty trust), the names could be Included in an annexure to the farm. If the relevant intarests of a group of
persans are essentially similar, they may be referred to throughout the form as g specifically named group if the membership of sach group,
with the names and addresses of mambers is dearly set out in paragraph 8 of the forrn.

(2) See the definition of "associate” in section 9 of the Corporations Act 2001,

(3) See the definition of "relevant interest” In sections 808 and 6718(7) of the Corporatisns Act 2001,
{(4) The voling shares of 2 company constituta one elass unless divided into separate classes,

(8} The persan's votes divided by the total votes in the body corporata or scheme multiplied by 100.

(6} Include detais of:

(a) any relevant agreementt or other circumstances because of which the change in relevant interes! eccurred. f subsecton 671B(4)
appliss, & copy of ary document solting out the terms of any relevant agreement, and a siatement by the persen giving full and

accurate details of any contract, scheme or arrangament, musl accompany this form, together with a wiitten statement certifying this

contract, scheme or amangemeant; and

(b) any qualification of the power of 2 person to exercise, conirol the exercise of, orinfluence the exercise of, the vating powars or
disposal of the securities to which the relavant intarast ralates (indicating cleary the particular seeurities to which the qualification
applies).

See the definition of “relevant agreement” in section 9 of the Corporations Act 2001,

{7) Details of the consideration must Include any and all benafils, money and other, that any person from whom a relevant interest was acquired

has, or may, baceme entitlad to recaive in relation to that 2equisition. Datails must ba included aven If the baneflt Is conditional on the

happening or not of a contingency. Detalls must be included of any benefit pald on behalf of the substantial holder or its assosiats in relation

ta the scquisitiona, even if they are nat paid directiy to the person from whom the relevant interest was aoquired.

{8) U the substantial holder is unable to determine the identity of the person (eg. if the relevant interest arises because of an option) write
“unknown®,

{9) Give details, if appropriale, of the present asseciation and any change in that assacialion sinca the last substantial holding notice.
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29-JUL-2004 0Z:41PM  FROM- T-583 P.005/008 F-441

CONCORD N

CAPITAL

Annexure B of Form 604 — Notice of change of substantial holder.

Details of net trades between 25th May and 27th July 2004.

Date $ Consideration Net Trade
25-May-04 1,207,527.24 155,366.00
31-May-04 £6,386.44 8,038.00

1-Jun-04 572,921.25 £69,445.00
9-Jun-04 127,016.08 14,863.00
18-~Jun-04 135,307.78 15,832.00
20-~Jun-04 1,408,212.71 170,543.00
6-Jul-04 101,690.16 12,200.00
22-Jul-04 1,242,016.74 153,674.00
23-Jul-04 1,364,215.15 168,114.00
26-Jul-04 1,605,400.34 200,000.00
27-Jul-04 16,539,526.78 2,079,303.00

Total 24,370,220.68 3,047,478
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Tataphens: 01737 B38736

Australian Stock Exchange Ltd, - Brisbane
Riverside Centre

123 Eagle Strest

Brisbane, QLD 4000

Australia

FAX: D11-61-7-3835-1004
August B, 2004
ATTN: Manager Campanles

Dear Sir/Madam:

Enclosed herawith, please find one eapy of Farm 608, pursuant to Saction 718 of the
Corporations Act, Notice of Ceasing to be a Substannal Helder, reporting the intereats in
Billabong International of certaln entities cwnad or managed by FMR Corp, and Fidelity
International Limited,

|

f you have any questions pleass contact Julie Finocchio on 01737 B37148 or by FAX on
01737 837480.

Yaurs faithfully

—d V¥ -

F. 001

pBG

a0 ard Welss No. 1448205, Fideity hvestment Serdess Uimited tRagisiord i Erpiard ard Walss hio,

2010555) «d Fnencis] Acmiriatration 9sivices Limiled (Ragatared i England and Wrice Ne. 1625708) farm & markeling group for i purposa of saling

Al conpaniea St avthorized and raguiatod by I1he Fnancis| Sarvides Agtharily,

Coflemive Irvestmant S2hamea. Regiatered Offin for ell camparias e Oakhil Housa, 150 Tontndge Road, Hndmhm@ Tonkridys, Kept TN1Y ORZ
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Form 605
Corporations Act 2001
Section 671B
Netice of Ceasing 1o be a Substantial Holder

To: Billabong International Lid
ACN/ARSN:

1. Dm=inils of substantlal holder (g)

Name: FMR Corp.
ACN/ARSN (it applicabls)

There was & changs in the imtarasts of the substantial holder on  _Auoust 4 2004

The previous netice was given to the eompany on June 11, 2004
The previous notice was dated June 11, 2004

2. Pravious and present vating power

The tetal number of votes aftachad to all the voting shares In the eampany or voting
interasts in the scheme that the substantlal holder or an assoclate (2) had g ralevant
interest (3) in when last required, and when now required, o give a substantial holding
notice to the company or schems, are &s follows:

o VYV

P. 002

Class of Previous Previous Prosant Prasent

Securilies Netice Notice Natice Notice

(4) Person's Voiing Persan’s Voting
vbies Power {5) voies Power (5)

Cammon 12,494,525 6.16% 10,010,881 4.92%

stock

3. Changes In relevant Interests

Particulars of sach change in, or change in the nature of, a relevant interast of the
substantial holder or an assogiate In voting eecurities of the company or schermne, since
the aubstantial holder was last required to give a substartial helding notice to the
company or scherme are as follows:

Date of Person Nature of Consideration | Class and Person's
Change whose change (6) | givenin number of vales
relevant relation to securities affected
interest change (7) affected
¢hanged
August 4, FMR Corp. | Market 525,799 525,799
2004 transaction - ‘ common eommon
sala sieck EtogK
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4, Pregent rolevant Interests

Particulars of each relevant interest of the substantial holder in voting securities after the

change are as follows:

= LAl LIVILIUNAL

FAX:01737837450

FIL ROYAL MAIL PENSION PLAN 730,480
FIC FID FDS - INTERNATIONAL FOOL |_ 166.890
FIL FID FDS - AUSTRALIA POOL 503,563
FiL FID FDS - PACIFIC POOL ~205,740
FIL RUSSELL INVT MGMT LTD -

PACIFIC 80,498
FIL HEALTH FOUNDATION PAC BAS

EQ 50,100
FiL FID ADVANTAGE AUSTRALIAN

EQTR 9,000
FiL AUSTRALIA - FUNDS SA 134,000
FiL AAILWAYS PENS EQ-PACIFIC

BASIN 436,200
FIL MTR CORP RETMT SCHM PACIF

EQTY 15,580
FIL FEW INST PAGIFIC EX 10,050
FIC FID FDS - WORLD POOL 25100
Fil NATIONAL CORP INV SVCS PAC

BAC 208.440
FIL__ [ FIDELITY INTERNATIONAL FUND | _ 29,800
FIL FIJ (T GLOBAL EQ OPEN

MOTHER _ 10,500
AL RUSSELL INTL EQUITY FUND 21,800
FIL FID INSTL FD-FAGIFIC(EX JAP)FD | 778,610
FIL GOVT OF SINGAFORE PAC XJPN

SUB L 50,380
FIL MINE EMP PENSION FND -FAG

BAS 59,360
FIL SENTINEL MNG IND RET - PAC

BAS 115,380
FIL FID FOS - CONSUMER INDU

POOL 56,400
FIL HKMPF-MKT INV ASIA PAC EQ

FND 159,260 |
Fil JAPAN TOBACCO DE-JAPAN 4,400
FIL SHINKIN BANK EPF - ASIA 16,600
AL FlJ IT BALANGED FUND MOTHER | 8,500
FMRCO__| FID LOW PRICED STOCK FUND __| 1,500,000

"FMRCO__| FA GLOBAL EQUITY 2,500
FMRCO_| FA DIVERSIFIED [NTERNATIONAL | 78,258
FMACO__| FID ASSET MANAGER FUND 143,600
FMRCO | FID DIVERSIFIED
| INTERNATIONAL 362,538

EMRCQO__| FID PACIFIC BASIN FUND 330,367
FMRCO | VIP I| ASSET MANAGER 37,700
FMRCO | FIDELITY FOCUS CONSUMER

INDS 12,300
FMTC__ | BROWN & WILLIAMSON SEL INTL_|__ 38,800
FMTC | CANADIAN CVERSEAS

PACIF(T2078) 21,450
FMTG___| FRTGC INT. PAGIFIC JAP (T2056] | 130,240
FMTC FRIC INT. PACIFIC (12064} 43,240
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[EMTC __| FRIC INT. SEC PACIFIC (T2070) 55,650
FMIC | GM PAC BASIN-PAC BASIN T2166 | 337,750
FMTC | SELECT INT SM CAP COLL

1056) 87,100

FMTC | FORD INTL PAC BABIN SUB

150128 . 59,300
FMTC | FRTC RUSSELL INTL-PB-LO-

T50356 13,170
FMIC | ORIO P&F INT GR PAC EAS

760412 101,090
FMTC | AGILENT TEC INT-PAC BAS

T50416 86,890
FMTC | PGAE CORP - PAC EX-JPN

T50425 70,720
FMTC CHEVRON TEX PAC BASIN

TE5006 88,870
FMIC __ | CIBC INTL EQTY PAC BAS 155010 | 29,000
FMTC | RJ REYNOLDS TOB PAC BAS

155015 49,190
FMTC | PETRO CANA INTL GR-PACB

155022 19,600
FMIC | |G Fl CL GBL EQ-SE ASIA({155064 1,000
FMTC | MIXF INTL POR-SE ASIA(T55080 700
FMTC | FICL SEL [NTL 5M CP TR T55105 27,800
FMTC | STATE BRD ADM OF FL-PAC

755116 179,790
FMIC | ILLINOIS TEACH RET-PB 155139 | 179,260
FMIC___ | [LLINO|S TRS POB-PB T55160 45,480
FMTC | MELLON BK INTL-PAC

BAS(T55165) 12,660 |
FMTC | RK MELLON INTL-FAC BAS

785170 26,040
FMTC | WASHINGTON SIB PAC 140,100
FMTC | NORTHROP GRMN INT GR-FB

T551886 86,500

"FMTC | GM EURO/FAC VEBA PB 155181 84,610
EMTC | HALLIBURTON INTL GRO PB

T55203 42,880

"EMIC __ WISCONSIN SiB FIX PACE 140,240
FMTC | WISCONSIN SB VAR 8,900
FMTGC | FICL GLBL ASSET ALL EQ-SE

ASIA 34,200
FMTC _'| FICL INTL PORT EQ-SE AS|A SUB | 308.000

[FMTC | PAC BASIN EX COLL TRUST

L T1057 375,357
FMTC ___| FIDELITY INTL GR.PAC BA T2311 | 50.600
FMTC HYDRO ONE PAC BASIN(T2317) 39,600
FMTC | GENERAL MOTORS INV FAC

72323 73,000
FMTC | FID CAN INTL GROWTH PAC
T2333 57400

JFMTC — | KENTUCKY PEN PAC BASIN
Je343 308,780
FMTC | KENTUCKY INS PAC BASIN 12348 | 86.280
FMTC G FI GLOBAL £EQ SE ASIA T2229 5,700
FMTC | FF CAD OVERSEAS PAC EX 45,040

=l VY

P. 004
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T2243

FMIC_ | DUKE ENERGY PAC BASIN 12963 | 40,500

FMTC FRANK RUSSELL RIF PAC T2282 18,500

5. Changes in Association

The persons who hava become assoclates (2) of, ceased to be agsogiates of, or have
changed the nature of their association (8) with, the substantial hoider in relation to
votlng intarests in the company or schema are as follows:

Name and ACN/ARASN {(if applicable)

Nature of association

FMR Corp/FMR Co., FMTG

FMR Co, is the adviser to the registered
holders named in Section 4 and has power
under its management agresmeants o
dispose of the subject sharss,

FMR Ce. is a2 wholly-owned subsidiary of
FMR Corp., a Delaware corporation.
Edward G. Johnsan 3d is chairman of FMR
Corp. and owne in excess of 10% of the
voting powsr of FMR Corp. and may
theraby be deemad an associate of FMR
Co.

Howsver, naither FMR Corp. nor Edward
C. Johnson 3d has sole power to vate or
direct the veting of, or o dispase of or
direct the disposition of, the subject shares.
FMR Co. carries out such veting under
written guidelines established by the Board
of Trustees of the Funds which are the
regisiered holders.

Fidelity Management Trust Company
("FMTC") is a trust company erganized
under the laws of Massachusetts and is &
wholly-owned subsidiary of FMR Corp.

Because FMTC and FMR Co. are under
the comman control of FMA Caorp., FMTC
may be oconsidered a related body
corporate and hence an "associate” of
FMR Corp., as such term is used in the
Corpcrations Law,

FMTC's relevant interest cansists of the
power to dispose of, and may also consist
of the power ta vols or direct the voting of,
the sharas for the institutional accounts
with which it has a management
agreemesnt.

FIL '

FIL is the adviser te the registered hojders
named in Section 4 above, each of which Ia

an inveetment company erganized under

P. 003
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the laws af & Jurisdiction other than the
United States, and has power under fts
managsmeant egreemasnts to dispese of the
subject shares.

Edward C. Johnsen 2d Is chalrman of FIL
and awns in excess of 20% of the voting
power of FIL. By reason of his ownership of
the "prescribed percemage” of FIL, Mr.
Johnson may ba deemed ths holder cf 2
relevant intsrest in the subject shares end
& substantial shasreholdar,

FIL has powar to vote and disposa of the
shares of the Funds which it advises.

6. Addregses

The addresses of parsons named in this form are as follows:

Name Address

FMR Corp., FMR Ca, 82 Devonshire Street
Boston, MA 02109

FiL PO Box HM 670, Hamilton HMCX,
Bermuda

Slignature

Ranl Jandu

Regulatory Asporting Manager, FIL — investmsnt Compliance

Duly autherized under Powers of Attorney dated July 9, 2004 by Eric D. Roiter by and en
behalf of FMR Corp. and its direct and indirect subsidiaries, and Fidglity Internatianal
Limited and its direct and ingiféct subsidiaries.

Sign Here
Date August 5, 20




Appendix 3B

Appendix 3B
New issue announcement

Rule 2.7,3.10.3, 3.10.4, 3.10.5

T New issue announcement,
application for quotation of additional securities
and agreement

Informasion or documents not available now must be given to ASX as soon as availeble.  Information and
documents given 10 ASX become ASX's property and may be made public.

Introduced 177796, Origin: Appendix 5. Amended 17798, 179709, 1/7/2000, 3070/2001, 11/2:2002. 17172003,

Name of entity

BILLABONG INTERNATIONAL LIMITED

ABN
17 084 923 946

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (atiuch sheets if there is not enough space).

1 *Class of *sccurities issued or to be | Fully paid ordinary shares
issued

2 Number of "securities issued or to | 8,242
be issued (if known) or maximum
number which may be issued

3 Principal terms of the *securities {eg,
if options, excrcise pricc and cxpiry | [dentical to existing quoted ordinary shares
date; if partly paid “*securitics, the
amount cutstanding and due dates
for  payment; if  “convertible
securities, the conversion price and
dates for conversion}

+ See chapter 19 for defined terms.

1/172003 Appendix 3B Page |



Appendix 3B
New issue announcement

W

6

Do the *securitics rank equally in all
respects from the date of allotment
with an exisfing “class of quoted
*securitics?

Jf the additional securitics do not
rank equally, please state:

the date from which they do

the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

the extent fo which they do not
rank cqually, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering “securities into
uncertificated holdings or
despatch of centificates

Number and “class of all *securities
quoted on ASX (including the
securities in clause 2 if applicable)

Yes

2,500 @ $5.35 per share
5,742 & $7.70 per share

Options issued to previous owners of Element
pursuant to acquisition of assets effective I fuly
2002 of Element skate operation:-

Trademarks, copyrights &
intellectoal property $25,289,000

Goodwill

$ 1,000,000

1G August, 2004

Number

*Class

203476561 Ordinary

-+ See chapter 19 for defined terms.
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Number “Class

9 Nuniber and *class of all *sccurities
not quoted on ASX (including the | 2 160 776 Options expiring 10
securities in clause 2 if applicable) ' August 2005

exercisable at $2.60

(BBGAK)

793,894 Options expiring 18
June 2006
exercisable at $4.90
(BBGAI

346,576 Options expinng 30
June 2005
exercisable at $5.35
(BBGAM)

36,837 Options expiring 25
October 2006
exercisable at $7.42
(BBGAO)

57,500 Options expiring 28
February 2007
exercisable at $9.39
{BBGAQ)

721,000 Options expinng 23
August 2007
exercisable at $8.10
(BBGAS)

51,786 Options expiring 10
August 2006
exercisable at $7.70
(BBGAU)

60,126 Options expining 10
Angust 2007
exercisable at $6.32
(BBGAW)

10 Dividend policy (in the case of a

trust, distribution policy) on the | Tdentical to existing quoted ordinary shares.
increased capital (inferests)

+ See chapter 19 for defined terms.
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Part 2 - Bonus issue or pro rata issue

11

15

16

17

20

21

22

23

[s sccurity holder  approval
required?

[s the issue rencunceable or non-
renounccable?

Ratio in which the *securities will be
offered

*Class of *securities 10 which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders whe will
not be sent new issuc documents

Noter -Sceurity halders must be fold how their
entitlements are to be dealt with.

Cross reforence: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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30

3

Amount of any handling fee
payable to brokers who lodge
acceptances OrF renunciations on
behalf of *sccurity holders

If the issuc is contingent on
*security holders” approval, the date
of the mecting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

if the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which nofices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will cnd (if
applicable)

How do *sceurity holders sell their
entitlements  in full  through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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L
(24

How do *scecurity holders dispose
of their entitlements (except by sale N/A
through a broker)?

33 *Despatch date
N/A

Part 3 - Quotation of securities

Yot need only complete this section if you are applving for guotation of secirities

34 Type of securities
(tick one)

(a) % Securities described in Part |

(b) All other sceurities

Example: restricied securitios at the end of the eserowed period, partly paid securities that become fully paid, employee
incentive share securitics when restriction ends, securities {ssucd on expiry or conversion of concventibie securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 10 indicute you wre providing the information or
documents

35 D If the “sccuritics are *equity sccuritics, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 D If the *securifics are “equity sccurities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1- 1,000
1,001 - 5,000
3,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *sccurities

+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38 Number of securitics for which
*quotation is sought N/A

39 Class of “*securitics for which
quotation is sought N/A

40 Do the “securities rank equally in all
respects from the date of allotment N/A
with an cxisting “class of quoted
*securitics?

If the additional securities do not

rank equally, please state:

+ the date from which they do

s the extent to  which they
participate for the next dividend,
{in the c¢ase of a trust,
distribution} or interest payment

e the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

41 Reason for request for quotation
now N/A

Example: In the ease of restricred securities, end of
eestriction period

(if issued wupon conversion of
another security, clearly identify that
other security}

Number *Class

42 Number and *class of all *sccuritics
quoted on ASX (incfuding the N/A
securities in clause 38)

+ See chapter 19 for defined terms.
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Quotation agreement

; *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

The 1ssue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

There is no reason why those *securities shouid not be granted *quotation.

An offer of the “securities for sale within 12 months after their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An énlity may need to ohrain appropriste warrinties from subsertbers for the securitles in order to be able to
give this warranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the “securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the “securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 10198 of the Corporations Act at the
time that we request that the “secunties be quoted.

+ See chapter 19 for defined terims.
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3 We will indermnify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securifies begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: William Bass Date: 10 August 2004

(Company Secretary)

Print name: William Basg

+ See chapter 19 for defined terms.
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Rule 2.7, 3.10.3, 3.10.4, 3.10.5

N oty

e Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as avaifable.  Information and

documents given 10 ASX become ASX's property and may be made public.

Iatroduced 177796, Qrigin: Appendix §. Amended 17298, 179799, 3/7/2000, 3049:2007, 11/3:2002. 17172003,

Name of entity

BIILABONG INTERNATIONAL LIMITED

ABN

17 084 923 946

We (the entity) give ASX the following information.

Part 1 - All issues

You must compleie the relevant sections (attach sheets if there is not enough space).

(%]

*Class of *sccuritics issued or to be | Options to acquire fully paid ordinary shares
issued

Number of “securities issued or o | 43,909
be issued (if known) or maxinmum
number which may be issued

+ See chapter 19 for defined terms.
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e

Principal terms of the *securities (eg,
if options, exercise price and expiry
date; if parily paid ‘sccurities, the
amount putstanding and duc dates
for payment; if “convertible
securities, the conversion price and
dates for conversion)

Number & exercise price:
Options have been granted to acquire 43,909 fully
paid ordinary shares at an exercise price of $7.99

Exercise period and Expiry date:

The options vest in three tranches:

25% on 10 August 2005 — First tranche
50% on 10 August 2006 — Second tranche
25% on 10 August 2007 — Third tranche

There are no performance targets on the Options
and

each option holder has 12 months from the date of

vesting to exercise the options. The exercise dates

are non-cumulative, i.e. the options will lapse if not

exercised in the appropriate 12 month period

Participation in New Share Issues:

An option holder may only participate in new share
1ssues of securities by the Company if the option
has been exercised and shares in the Company
allotted to that person/entity.

Pro-rata issue:

Where the Company makes a pro-rata issue of
securities (except a bonus issue) the exercise price
of the options will be reduced according to the
formulae in the Listing Rules.

Bonus issue:

Where the Company make a pro-rata bonus issue of
securities the number of shares issued on the
gxercise of an option is increased by the number of
shares the option holder would have received if the
option had been exercised before the record date for
the bonus issue

+ See chapter 19 for defined terms.
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4 Do the *sccurities rank equally in all
respects from the date of allotment
with an existing “class of quoted
“securities?

If the additional sccurities de not

rank equally, please state:

» the date from which they do

* the extent to which they
parficipate for the next dividend,
(in the case of a frust,
distribution} or interest payment

* the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5 Issue price or consideration

6  Purposc of the issuc
(1f issued as consideration for the
acquisition of asscts, clearly identify
those assets)

7 Dates of enfering *securities into
uncertificated holdings or
despatch of certificates

8 Number and *class of all *securities
quoted on ASX (ircluding the
securities in clause 2 if applicable)

The options are unquoted

All shares issued upon the exercise of the
options will rank equally in all respects with
the existing fally paid ordinary shares.

Issued for no consideration by the Company.

The options have been issued to previous
owners of Element pursuant to an agreement for
acquisition of assets and a variation of licensing
arrangements of the American based Element
skateboarding brand effective 1 July 2002.

Trademarks, copyrights and
intellectual property $25,289,000

Goodwill $1,000,000

11 August, 2004

Number “Class

203,476,561 Ordinary

+ See chapter 19 for defined terms.
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Number +Class

9 Number and *class of all *securities
not quoted on ASX (including the 2,160,776 Options expiring 10
sccurities in clause 2 if applicable) | August 2005

exercisable at $2.60

(BBGAK)

793,894 Options expiring 18
June 2006
exercisable at $4.90

(BBGAI)

346,576 Options expiring 30
June 2005
exercisable at $5.35
(BBGAM)

36,837 Options expiring 25
October 2006
exercisable at $7.42
(BBGAO)

57,500 . Options expiring 28
February 2007
exercisable at $9.39
(BBGAQ)

721,000 Options expiring 23
August 2007
exercisable at $8.10
(BBGAS)

51,786 Options expiring 10
August 2006
exercisable at $7.70
(BBGAU)

60,126 Options expiring 10
August 2007
exercisable at $6.32
(BBGAW)

43,909 Options expiring 10
August 2008
exercisable at $7.99
(BBGAX)

+ See chapter 19 for defined terms.
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10 Dividend policy (in the case of a
trust, distribution policy) on the | There is no entitlement for the option holder to
increased capital (interests) participate in dividends until the options have

-been exercised.

+ See chapter 19 for defined terms.
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Part 2 - Bonus issue or pro rata issue

1l

16

17

18

20

21

22

23

[s  security holder  approval
required? '

[s the issue renounceable or non-
renounceable?

Ratio in which the *securitics will be
offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who will
not be sent new issue documents

Note: Secerity holders must be told how their
entitlements are to be dealt with.

Cross reforence: rule 7.7

Closing date for receipt  of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission
Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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24

30

31

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the date
of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issucd options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (f
applicable)

How do *security holders sell their
entitlements  in  fudf through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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32 How do *security holders dispose
of their entitlements (except by sale
through a broker)?

33 *Despatch date

Part 3 - Quotation of securities

You need only complete this section if you are applving for quotation of securitivs

34 Type of sccurities
(Hck one)

(a) % Sceurities described in Part |

(b) All other securities

Example: restrlofed secusitivs at the end of the escrowed periad, partly paid securlties that becosme fully paid, employee
incentive share seeurities when restriction ends, securities issued on expiey or conversion of convertible securities

Entities that have ticked box 34(a)

N/A

N/A

Additional securities forming a new class of securities

Tick to indicete you are providing the information or

documents

35 l:] If the “sccuritics are “equity sccuritics, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by

those holders

36 D If the *securitics arc *equity sccuritics, a distribution schedule of the additional
*securities setting out the number of holders in the categories

1-1,000

1,001 - 5,600
5,001 - 10,600
10,001 - 100,000
100,001 and over

37 |:| A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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Entities that have ticked box 34(b)

38

39

40

41

42

Nunber of sceurities for  which
*quotation is sought

Class of “securitiecs for which
quotation is sought

Do the “sccurities rank equally in all
respects from the date of aflotment
with an cxisting “class of quoted
*securitics?

If the additional securitics do not

rank equally, please state:

s the date from which they do

e the ecextent to which they
participate for the next dividend,
(in the casc of a frust,
distribution} or interest payment

« the cxtent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricred securifios, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Nuniber and *class of all *sccurities
quoted on ASX (including the
securities in clause 38)

N/A

N/A

N/A

N/A

Number

“Class

N/A

+ See chapter 19 for defined terms.
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Quotation agreement

I *Quotation of our additional “securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

The 1ssue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

There is no reason why those *securities should not be granted *gquotation.

An offer of the “securities for sale within 12 months afier their issue will not
require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subseribers Por the securities in order 1o be ablc to
give this warrunfy

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to retum any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoied, it has been
provided at the time that we request that the *securities be quoted.

If we are a trust, we warrant that no person has the right to return the
“securities to be quoted under section 10198 of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. If any

information or document not available now, will give it to ASX before *quotation of
the “securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: William Bass Date: 11 August 2004
(Company Secretary)
Print name: William Bass

+ See chapter 19 for defined terms.
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BILLABONG INTERNATIONAL LIMITED RESULTS FOR YEAR ENDED JUNE 30, 2004

Billabong International Limited today reported a 14% rise in net profit after tax to $87 million for the year to
June 30, 2004.

The result was struck on reported Australian dollar sales of $675 million, an 8% increase on the prior year.
Sales growth in local currencies was 21%, demonstrating the strength of the underlying business.

The company has fifted its full-year dividend to 26.5 cents a share fully franked, up from 23.5 cents a share
in the previous year.

Biflabong chief executive Derek O'Neill said the result was outstanding.

US sales were up 7% as reported in Australian dollars, but in local currency they were up 30%. The
Australasian region also experienced buoyant trading with sales up 14%, while European sales were up 5%
in Australian dollars and 13% in local currencies.

Group EBITDA margins lifted to 21.4% from 20.1% and eamings per share fifted 13% to 43 cents.

“This is an extremely strong resuft with increases in key indicators across the board,” said Mr O’Neill.

“The US and Australasian regions were outstanding and recorded strong sales at increased margins, while
Europe had double-digit sales growth in local currencies with Italy and Germany the standout territories.”

Among the brands, Billabong, Element, Von Zipper each experienced strong trading in il key regions.

Element revenues globally grew 69% and the brand now accounts for 12% of group sales as reported in
Australian dolfars.

Mr O'Neill said the outlook for Biflabong remained very positive.

“Our forward orders indicate that the buoyant trading experienced in the 2004 year is continuing and that
gives us confidence in our outlook for the current year.

“Considering the current level of the Australian dollar and barring any unforeseen circumstances we would
expect net profit after tax and eamings per share to rise in the vicinity of 20% in the 2004/05 financial year.*

For further information see www.billabongcorporate.com
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BILLABONG INTERNATIONAL LIMITED RESULTS FOR YEAR ENDED JUNE 30, 2004

FINANCIAL HIGHLIGHTS

o NPAT: $87 million, up 14.2% (from $76.2 million).

o Sales revenue (in AUD): $674.7 million, up 8.3% (from $622.9 miflion).

- In local currencies, sales revenue up 20.7% with the American segment up 30%.
o EBITDA: $144.1 million, up 15% (from $125.3 million) at a sironger margin.
- Inlocaf currencies EBITDA growth was 27%. Australasian growth was 33.9% and US growth was
33.4%.
s Eamings per share: 43¢, up 12.9% (from 38.1¢).
¢ Dividend: Second haif of 14¢ a share, taking full year to 26.5¢ fully franked, up 13% (from 23.5¢).

¢ Element revenue up 69% and represents 12% of group sales.

o Cashflow from operations of $66.6 million, an increase of 33.5%.
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Detailed below is a summary of the segment results for the period ended 30 June, 2004*

% Change
2004 2003 in local
{Aud Mil) (Aud Mil} % Change  currency
SALES
- Americas 3231 302.8 8.7% 30.1%
- Australasia 1927 1691 14.0% 14.0%
- Europe 158.8 151.0 5.2% 127%
Total Sales 674.7 622.9 8.3% 20.7%
EBITDA
- Ameticas 60.9 85.7 9.3% 334%
- Australasia 51.8 38.7 33.9% 33.9%
- Europe 288 285 1.1% 8.3%
- Royalties 2.8 24 8.3% 8.3%
144.1 125.3 15.0% 27.0%
EBITDA
Depreciation (8.2) (68.7) 224%
Amortisation (2.9) (2.6) 11.5%
Interest Paid (net) {6.2) {7.1) {26.8%)
127.8 108.9 17.4%
income tax expense {40.8) {32.7) 24.8%
NPAT 87.0 76.2 14.2%
2004 2003
EBITDA MARGIN
- America 18.8% 18.4%
- Australasia 26.9% 22.9%
- Europe 18.1% 18.8%
TOTAL 21.4% 20.1%

* The segment resuits are after the following inter-segment transfers:
« royalties, interest and international expenses. International expenses of $3.8m (2003-38.9m)
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Billabong Consolidated Sales
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Biflabong International Limited Financial report ending 30 June 2004
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Biltabong International Limited Financial report ending 30 June 2004

Appendix 4E

Preliminary final report

Name of entity

BILLABONG INTERNATIONAL LIMITED

ABN Financial year ended

17 084 923 946 30 JUNE 2004

Comparative Financial year ended

30 JUNE 2003

Resuilts for announcement to the market

Resuits $A'000
Revenues from ordinary activities Up 82% to 679,285

Profit from ordinary activities after tax attributable to Up 142% to 87,035
members

Net profit for the period attributable to members Up 142% to 87,035

Dividends Amount per Franked amount
security per security

Current period — 2004

Final dividend 14.0¢ 14.0¢

Interim dividend - paid on 14 April 2004 12.5¢ 12.5¢

Previous corresponding period — 2003

Final dividend - paid on 10 November 2003 12.5¢ 12.5¢

Interim dividend - paid on 14 April 2003 11.0¢ 11.0¢

The Record date for determining entitlements to the dividend is 25 October 2004

Brief explanation of any of the figures reported above:

Strong revenue and earnings growth was achieved globally and has been reflected in an
increased record final half dividend of 14.0 cents per share. The annual dividend payout
ratio has been maintained at 62%.

Page ]



Billabong International Limited Financial report ending 30 June 2004

Consolidated Statement of Financial Performance

2004 2003
$'000 $000
Revenue from ordinary activities 679,285 628,007
Interest received 490 331
Total Revenue 679,775 628,338
Borrowing costs expense (5,700) (7,389)
Other expenses from ordinary activities (546,198) (512,037)
Profit from ordinary activities before income tax 127,877 108,912
expense
Income tax expense (40,842) (32,666)
Net profit attributable to members of Billabong 87,035 76,246
International Limited
Net exchange differences on translation of financial {512) (4.884)
reports of foreign controlled entities
Net decrease in asset revaluation reserve due to the — (44,996)
adoption of tax consolidation
Total revenues, expenses and valuation
adjustments attributable to members of Billabong (512) (49,880)
International Limited recognised directly in equity '
Totatl changes in equity other than those resulting 86,523 26,366
from transactions with owners as owners
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Billabong International Limited Financial report ending 30 June 2004

Consolidated Statement of Financial Position

2004 2003
$'000 $000
Current assets ,
Cash assets 56,086 30,835
Receivables 169,272 138,366
Inventories 103,539 79,925
Deferred tax assets 9,241 7,194
Other 8,274 11,297
Total current assets 346,412 267,617
Non-current assets
Receivables 2,293 820
Property, plant and equipment 35,344 30,726
Intangible assets 517,131 504,723
Total non-current assets 554,768 536,269
Totat assets 901,180 803,886
Current liabilities
Payables 112,603 81,983
Interest bearing liabilities 2,116 2,166
Current tax liabilities 9,177 13,433
Total current liabilities 123,896 97,582
Non-current liabilities
Interest bearing liabilities 149,052 122,886
Deferred tax liabilities 48,655 48,398
Provisions 1,035 432
Total non-current liabilities 198,742 171,716
Total Habilities 322,638 269,298
Net assets 578,542 534,588
Equity
Parent entity interest
Contributed equity 298,462 290,401
Reserves 149,257 149,769
Retained profits 130,823 94,418
Total parent entity interest 578,542 534,588
Total equity 578,542 534,588
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Billabong International Limited Financial report ending 30 June 2004

Consolidated Statement of Cash Flows

2004 2003
$000 $'000
Cash flows from operating activities
Receipts from customers (inclusive of GST) 658,957 569,066
Payments to suppliers & employees (inclusive of GST) | (543,246) (523,406)
115,711 45,660
Interest received 490 331
Other revenue 4,672 3,198
Borrowing costs (5,587) (7,543)
Income taxes paid {48,671) (34,720)
Net cash inflow from operating activities {refer fo 66,615 6,926
Commentary on results - page 7)
Cash flows from investing activities
Payments for property, plant and equipment {13,786) (12,122)
Payments for intangible assets (10,712) (156)
Proceeds from sales of plant & equipment 179 -
Net cash inflow (outflow) from investing activities {24,319) {12,278)
Cash flows from financing activities
Proceeds from issues of shares and other equity
securities 7,985 5,272
Proceeds from borrowings 102,416 41,017
Repayment of borrowings (77,934) (3,240)
Dividends paid (50,630) {42,131)
Net cash inflow (outfiow) from financing activities (18,163) 918
Net increase (decrease) in cash held 24,133 (4.434)
Cash at the beginning of the financial year (including cash
acquired) 30,835 37,688
Effecis of exchange rate changes on cash 1,118 {2,419
Cash at the end of the financial year 56,086 30,835
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Billabong International Limited

Financial report ending 30 June 2004

Consolidated retained profits 2004 2003
$'000 $000
Retained profits at the beginning of the
financial period 94,418 60,303
Net profit attributable to members 87,035 76,246
Net transfers to and from reserves o -—
Net effect of changes in accounting policies e -
Dividends and other equity distributions paid
or payable (50,630) {42,131)
Retained profits at end of financial period 130,823 94,418
Earnings per security (EPS) 2004 2003
Basic EPS 43.0 cents 38.1 cents
Diluted EPS 42.7 cents 37.6 cents
Weighted average number of ordinary shares 202,289,312 200,392,000
outstanding during the period used in the
calculation of the Basic EPS
NTA backing 2004 2003
Net tangible asset backing per crdinary $0.30 $0.15
security
Dividend Payable
The dividend is payable on 8 November 2004
Dividend Reinvestment Plan
There is no dividend re-investment plan in operation.
Total dividend per security (interim plus final)
2004 2003
Ordinary securities 26.5¢ 23.5¢
Final dividend on all securities
2004 2003
$°000 $'000
Total 28,486 25178
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Billabaong International Limited Financial report ending 30 June 2004

Control gained over entities having material effect

Name of entity {or group of entities) NIL

Loss of control of entities having material effect

Name of entity (or group of entities) NIL

Details of associates and joint venture entities

Name of entity (cr group of entities) NIL.

Comments on the resulits
CONSOLIDATED RESULT

A summary of consolidated revenues and results by significant geographical segments is
set out below:

Segment Segment
revenues EBITDA

$000 $000

Australia/NZ/Japan 192,684 51,754
America 323,139 60,930
Europe 158,906 28,832
Rest of the World 2,616 2,616
677,345 144,132
Less Interest (5,210)
Depreciation and Amortisation (11,045)
Profit from ordinary activities before income tax expense 127877
Income tax expense (40,842)
Profit from ordinary activities after income tax expense 87,035

Comments on the operations and the results of those operations are set out below:;

Profit after tax for the year ended 30 June 2004 of $87 miillion was up 14% on the previous
year, a strong result considering the negative impact on overseas earnings by a rising AUD.
Revenue of $675 million represented an increase of 8% for the full year, or 21% in local
currencies. At a segment leve!, revenue in America was up 30% in USD, Australia was up
14% and Europe up 13% in Euro. Consolidated gross margins at 49% were considerably
higher than the prior year's 45.9%. EBITDA lifted 15% to $144 million or 27% in local
currencies. The American segment was a highlight with EBITDA growth in local currency of
33%. The consoclidated EBITDA margin increased to 21.4% from 20.1% in 2003.
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Biftabong International Limited Financial report ending 30 June 2004

AMERICA

American sales totalled £29 million USD, up 30% on the prior year. American EBITDA
totalled $43 million USD representing a result 33% higher than the prior year. The American
EBITDA margin was 18.8% of sales, up from 18.4% in the prior year.

In Australian dollars, US sales were up 7% to $323 million. EBITDA of $61 million was 9%
higher. Element continued to penetrate the market and its sales now account for 12% of
group revenue as reported in Australian dollars, while the Billabong brand maintained its
position as the driver of sales in the region.

Both men's and women'’s apparel and accessories traded strongly during the year.

Canada continued to grow strongly, with revenues in local currency up in excess of 50%.
Brazil posted a similarly strong result.

EUROPE

European sales totalled €94 million, a result 13% higher than the prior year. European
EBITDA for the year totalled €17 million representing a result in Euro terms 8% higher than the
prior year.

In Australian dollar terms, sales revenue from Europe was $153 million, representing an
increase of 5% on the prior year. EBITDA was up marginally to $28.8 million, while EBITDA
margins eased to 18.1% from 18.9% in the previous year.

The general trading environment in Europe was challenging after a difficult winter and the
company’s performance in managing these changes was uneven from region to region. A
new general manager for Europe was appointed through the year.

Spain remained the key territory in the region, while ltaly and Germany grew strongly from a
lower base.

AUSTRALASIA

Australasian revenue for the period was $193 million, up 14% on the previous year. EBITDA of

$52 million was 34% higher than the prior year, while the EBITDA margin increased sharply to
26.9% from 22.9%.

Australia was a standout region recording double-digit sales growth, with girl's apparel
continuing to grow strongly. Element and Von Zipper both posted solid gains.

Elsewhere in the region, revenues in local currencies were particularly strong with Japan up in
excess of 30% and New Zealand up 42%.
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Billabong International Limited Financial report ending 30 June 2004

STATEMENT OF FINANCIAL POSITION, CASH FLOW ITEMS AND CAPITAL
EXPENDITURE

Working capital {ncluding factored receivables) at $157.4 million increased 17.6% for the
period, which overall was satisfactory given the revenue growth. Capital Expenditure of $24.5
million or 3.6% of sales includes the purchase of Honolua ($11.5 million) and was in
accordance with expectations. Net debt remained constant at $85.1 million, but is stil
relatively low at a debt to equity ratio of 16.4% and interest cover of 25.5 times.

Cashflow from operations of $66.6 million represents a 33.5% increase after adjusting for
factoring facility changes in the prior period.

Compliance statement

This preliminary final report is based on accounts which have been audited. The audit report,
which was unqualified, will be made available with the company's annual report.

Signed: e Date: 23 August 2004
Derek O'Neill
Chief Executive Officer
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Corporations Act 2001 e .
Sectllon 6718
Notice of Inltial Substantial Holder

To: Billabong Intemational Limfted
ACN/ARSN:

1. Detalls of substantial holder {s)

Name: FMR Corp.
ACN/ARSN (if applicable)

The hoider became a substantial holder on _2 Septambar 2004
2. Detalls of voting power
The total number of voles attached to all the voting shares in the company or voting

interests in the acheme that the substantial holder or an associate (2) had a relevant Interest
{8) in on the date the substantial holder became & substantial holder are as follows:

Class of Number of Person's Voting power
Securities (4) | securities votee (5) {6)

- Crdinary 10,273,085 |5.05% 5.05%
shares

3. Details of relevant interests

The nature of the relevant interest the substantial holdsr or an associate had in the following
voting securities on the date the substantial holder became a substantial holder are as

follows:

Holdear of Nature of Class and
rolevant relevant number of
interest interast (7) securities

FMRCO 2,127,267
FMTIC 3,581,277
il 4,564,541
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i
(1737837450

4. Details of present registerad holders

FAX:01737837450 P. 003

The persons reglistered as holders of the securities referred to in paragraph 3 above are as

follows:

Holdsar of
refevant
Interest

FiL

FiL
FIL
FlL

FIL
FiL
FiL
FiL
FiL
FiL
FiL
FIL
FiL
FiL
FIL
FIL
FiL
FlL

Fit.
FL

Registered holder of
socurities

ROYAL MAIL PENSION PLAN

FID FDS - INTERNATIONAL
POOL

FID FDS - AUSTRALIA POOL

FID FDS - PACIFIC POOL

RUSSELL INVT MGMT LTD -
PACIFIC
HEALTH FOUNDATION PAC
BAS EQ
FID ADVANTAGE
AUSTRALIAN EQ TR

AUSTRALIA - FUNDS SA

RAILWAYS PENS EQ-
PACIFIC BASIN
MTR CORP RETMT SCHM
PACIF EQTY
FFIt INST PACIFIC EX JAPA
POOL

FID FDS - WORLD POOL

NATIONAL CORP INV SVCS
PAC BAC
FID INSTL SOUTH EAST
AS|A FUND
FIDELITY INTERNATIONAL
FUND
FIJ IT GLOBAL EQ OPEN
MOTHER
RUSSELL INTL EQUITY
FUND
FID INSTL FD-PACIFIC(EX
JAP)FD
GOVT OF SINGAPORE PAC
XJPN SUB
MINE EMP PENSION FND -

Class and
number of
securities

780,460
166,890
503,583
278,740
60,498
30,100
8,000
134,000
436,200
15,880
10,050
25,100
208,440
£68,600
20,800
10,800
21,600
778,610

50,390
35,560
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FIL
FiL

FIL
FiL

FIL

FiL
FMRCo

FMRCo
FMRACo
FMRCo

FMRCo
FMRCo

FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC

FMTC
FMTC
FMTC
FMTC

FMTC
FMTC

i
01737837450

PAC BAS
SENTINEL MNG IND RET -
PAC BAS
FID FDS - CONSUMER INPU
POOL
HKMPF-MKT INV ASIA PAC
EQ FND

JAPAN TOBACGO DB-JAPAN

SHINKIN BANK EPF - ASIA

FILJ IT BALANCED FUND
MOTHER
FID LOW PRICED STOCK
FUND

FA GLOBAL EQUITY
FID ASSET MANAGER FUND
FID PACIFIC BASIN FUND

VIP | ASSET MANAGER
FIPELITY FOCUS
CONSUMER INDS

BROWN & V\{LIL_II:[!-AMSON SEL

CANADIAN OVERSEAS

PACIF

FRTC INT. PACIFIC JAP
FRIC INT. PACIFIC

FRIC INT. SEC PACIFIC

GM PAC BASIN-PAC BASIN
SELECT INT SM CAP COLL
FORD INTL PAC BASIN SUB
FRTC RUSSELL INTL-PB-LO-
OHIO P&F INT GR PAC BAS
AGILENT TEC INT-PAC BAS
PG&E CORP - PAC EX-JPN
CHEVRON TEX PAC BASIN
CIBC INTL EQTY PAC BAS

RJ REYNOLDS TOB PAC

FAX:01737837450

115,380
56,400
159,260
5,300
18,600
8,800
1,600,000
2,500
143,800
330,967
37,700
12,300
38,800
21,450
130,240
43,240
£5,850
337,750
37,100
59,300
13,170
101,080
86,890
68,220
85,970

209,000
49,180

P. 004
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FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC

FMTC

- FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC
FMTC

(1737837450

BAS
PETRO CANA INTL GR-
PACB
IG F1 CL GBL EQ-SE ASIA
MIX IF INTL POR-SE ASIA
FICL SEL INTLSMCP TR
STATE BRD ADM OF FL-PAC
[LLINOIS TEACH RET-PB
(LLINOIS TRS POB-FPB
MELLON BK INTL-PAC BAS
RK MELLON INTL-PAC BAS
WASHINGTON SIB PAC

NORTHROP GRMN INT GR-
PB

GM EURQ/PAC VEBA PB
HALLIBURTON INTL GRO PB
WISCONSIN 8IB FIX PAC
WISCONESIN SIB VAR-PB
FICL GLBL ASSET ALL EQ-
SE ASIA
FICL INTL PORT EQ-SE ASIA
SUB
PAC BASIN EX COLL TRUST
FIDELITY INT'L GR.PAC BA
HYDRO ONE PAC BASIN
GENERAL MOTORS INV PAC
FID CAN INTL GROWTH PAC
KENTUCKY PEN PAC BASIN
KENTUCKY NS PAC BASIN
IG Fl GLOBAL EQ SE ASIA

FR CAD OVERSEAS PAC EX

FAX: 01737837450

19,600
1,000
700
27,800
179,780
179,260
45,480
12,860
26,040
140,100

96,500

84,610
42,880
140,240
8,800
23,600
308,000
372,757
30,600
39,600
73,000
§7,300
306,780
86,280
5,700
45,040

P. 00S
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s PAX: 01737837450

01737837450

FMTC DUKE ENERGY PAC BASIN 40,500
EMTG FRANK RUSSELL RIF PAC 19,500
TOTAL 10,273,085 5.05%

5. Censideration

The consideration paid for each rslavant interest referred to in paragraph 3 above, and
acquired in the four months prior o the day that the substantial halder becams a substantial

holder iz as follows:

interest

Halder of relovant Date of acquisition Considgration () Class and number of

Cash/non-cash securities

| 'FMR Corp + FIL 2 September 2004 | 6.6753566 &/Share | 183,500 ordinary

share

6. Assoolates

The reasons the parsons named in paragraph 8 above are associates of the subsfantial

holdar are ali follows:

Name and ACN/ARSN (if
applicable)

Nature of assaciation

FMR Corp./FMR Co., FMTC

FMR Co, is the adviser to the registered holders
named in Section 4 and has power under its
r%anagemam agreements to dispose of the subjsct
shares.

FMR Co. is a wholly-owned subsidiary of FMR Carp.,
a Delawars corporation. Edward C, Johnsen 3d is
chairman of FMR Corp. and owns in excess of 10%
of the voting power of FMR Corp. and may thereby
be desmed an associate of FMR Co.

Howaver, neither FMR Corp. nor Edward C, Johnson
3d has sole power to vote or direct the voting of, or to
dispese of ot direct the dispasition of, the subject
ghares. FMR Co. carries out such voting under
writtan guldelines established by the Board of
Trustees of the Funds which are the registersd
holders.

Fidelity Management Trust Company ("FMTC" is a
trust company organized under the laws of
Massachusetits and is a wholly-owned subsidiary of
FMR Corp.

P. 006
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Because FMTC and FMR Co. are under the common
control of FMR Corp., FMTC may be considered a
related body corporate and hence an “assodiate” of
FMR Corp., as such term s used in the Corporations
Law.

FMTC's ralevant interest consists of the power to
dizpose of, and may aiso consist of the power 10 vote
or direc! the voting of, the shares for the institutional
accounts with which it has a management
agresment,

FIL FIL Te the adviser to the registerad hoiders named in
Section 4 above, each of which is an invastment
company organized under the laws of a jurisdiction
cther than the United States, and has power under
its managemsnt agreements to dispose of the
subjeot shares.

Edward C. Johnson 2d (s chairman of FiL and owns
in excess of 20% of the voting power of FiL, By
reasoh of his ownership of the "prescribed
percentage” of FIL, Mr. Johnson may be deemed the
_ holder of a relevant interest in the subject shares and
- 8 substantial shareholder,

FIL has power to vote and dispose of the shares of
the Funds which it adviess.

7. Addresses
The addresses of the persons named in this form ara as follows:
Name Address
FMR Comp., FMR Co., FMTC 82 Devonshire Street

Boston, MA 02108

FIL _ PO Box HM 670, Hamifton HMCX, Bermuda
Signature
Rani Jandu

Regulatory Reporting Manager, FIL ~ Investment Compllanca

Duly authorized under Powers of Attorney dated August 25, 2004 by Eric D. Roiter by and
on behalf of FMR Corp. and Its direct and indirect subsidiarles, and Fidelity International
Limited and its dirsct anc%\ect subsidiaries.

Sign Here

Date September 3, il v

P. 007



Rule 2.7,3.10.3,3.10.4, 3.70.5

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as available. Information and
documents given 10 ASX become ASX's property and may be made public.

Introduced 157796, Origin: Appendix 5. Amended 172398, 179799, 1/2/2G00, 30972001, 11/3/2002, 17172003,

Name of entity

BILLABONG INTERNATIONAL LIMITED

ABN

17 084 923 946

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant seciions (astach sheets if there is not enough space).

(2%

*Class of *securitics issued or to be
issucd

Number of *securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities (eg,
if options, exercise price and expiry
date; if partly paid “securities, the
amount outstanding and due dates
for payment; if ‘convertible
securities, the conversion price and
dates for conversion)

Ordinary shares

1,159,760

Identical to existing quoted ordinary shares

+ See chapter 19 for defined terms.

1172003
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6

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional sccuritics do not
rank cqually, please state:

.

the date from which they do

the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment
the extent fo which they do not
rank c¢qually, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering ‘securities into
uncertificated holdings or
despatch of certificates

Number and *class of all *securitics
quoted on ASX (including the
securities in clause 2 if applicable)

Yes
1,002,539 @ $2.60 per share [a]
112,536 @ $4.90 per share [a]
451 @ $6.32 per share [b]
903 @ $7.70 per share [b]
43,331 @ $8.10 per share [a]

[a] Shares issued on exercise of options granted
under Billabong Executive Incentive Option Plan

[b] Shares issued on exercise of options granted

to previous owners of Element pursuant to an
agreement for acquisition of assets and a variation of
licensing arrangements of the American based
Element skateboarding brand effective 1 July 2002.

Trademarks, copyrights and

inteliectual property $25,289,000

Goodwill 31,000,000
10 September, 2004

Number *Class

204,636,321 Ordinary




Number

*Class

9 Number and *class of all *securities

not quoted on ASX (incfuding the 1,158237

securities in clause 2 if applicable)

681,358

346,576

36,837

57,500

677,669

50,883

59,675

43,909

Options expiring 10
August 2005
exercisable at $2.60
(BBGAK)

Options expiring 18
June 2006
exercisable at $4.90
{(BBGAI

Options expiring 30
June 2005
exercisable at $5.35
(BBGAM)

Options expiring 25
October 2006
exercisable at $7.42
{(BBGAQO)

Options expiring 28
February 2007
exercisable at $9.39
{(BBGAQ)

Options expining 23
August 2007
exercisable at $8.10
(BBGAS)

Options expiring 10
August 2006
exercisable at $7.70
(BBGAL))

Options expinng 10
August 2007
exercisable at $6.32
{(BBGAW)

Options expiring 10
August 2008
cxercisable at $7.99
(BBGAX)

+ See chapter 19 for defined terms.

1712003
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10 Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

Identical to existing quoted ordinary shares.

+ See chapter 19 for defined terms.
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Part 2 - Bonus issue or pro rata issue

1

16

Is  sccurity holder  approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securitics will be
oftered

*Class of “*securities to which the
offer relates

*Record date  to  determine
entitiements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countrics in which the
entity has "security holders who will
not be sent new issue documents

Note: Security holders must be told how their
entitlonents are (o be dealt with,

Cross reference: rule 7.7,

Closing date for receipt  of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fec or commission payable to the
broker to the issue

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

-+ See chapter 19 for defined terms.

1172003
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24

25

26

27

28

29

30

33

Amount of any handling fee
payable fo brokers who lodge
acceptances or renunciations on
behalf of *security holders

[f the issue is contingent on
*security holders® approval, the date
of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

[f the entity has issued options, and
the terms entitle option holders fo
participate on exercise, the date on
which notices will be sent to option
helders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do “*security holders sell their
entitlements  in full through a
broker?

How do “sccurity holders sell part
of their cntitlements through a
broker and accept for the balance?

How do *sccurity helders dispose
of their entitlements {except by sale

through a broker)?

*Despatch date

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms.
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Part 3 - Quotation of securities

You need only complete this section i you are applying for quotation of securities

34 Type of securities
(tick one)

(8 % Sceurities described in Part 1

(b) All other securitics

Example: restricted securities s the end af the escrowed period, partly paid seeuritics that become fully paid, employec
fncentive share sceurilics when restriction ends, securities issued on expiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 1o indicaie you are providing the information or
docwmnents

33 l___l If the “securities are *equity securifies, the names of the 20 largest holders of the
additional "securities, and the number and percentage of additional *sccuritics held by
those holders

36 |:| If the “securities arc *cquity securitics, a distribution chedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,006
5,001 -10,060
10,001 - 100,000
100,001 and over

37 I:l A copy of any trust deed for the additional “sccurities

Entities that have ticked box 34(b)

38 Number of securitics for which

*quotation is sought N/A
39 Class of “securitiecs for which

quotation is sought N/A

+ See chapter 19 for defined terms.

17172003 Appendix 38 Page 7



40 Do the *securitics rank equally in all
respects from the date of allotment N/A
with an existing ‘*class of quoted
*securities?

If the additional securities do not

rank cqually, please state:

s the date from which they do

e the extent to which they
participate for the next dividend,
(in the «casc of a trust,
distribution) or interest payment

¢ the extent to which they do net
rank equally, other than in
rclation to the next dividend,
distribution or interest payment

41 Reason for request for quotaiion
now N/A

Example: In the case of restricied securities, ead of
resteletion period

(if issued wupon conversion of
another security, clearly identify that
other security)

Number *Class

42 Number and *class of all *sccurities
quoted on ASX (including the N/A
securities in clause 38)

+ See chapter 19 for defined terms.
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Quotation agreement

1

Sign here:

Print pame:

“Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

We warrant the following to ASX.

The issue of the *securities to be quoted complies with the law and is not for
an ilegal purpose.

There is no reason why those “securities should not be granted *quotation.

An offer of the “securities for sale within 12 months afier their issue will not
require disclosure under section 707(3) or section 1012C{6) of the
Corporations Act.

Nowe: An entity may aced 1o oblain appropriale warrunties from subscribees for the securities in order to be able to
give this warraniy

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation fo any *securities © be quoted and
that no-one has any right to return any “*securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the ‘securitics to be quoted, it has been
provided at the time that we request that the *securities be quoted.

If we are a trust, we warrant that no person has the right to returmn the
“securities to be quoted under section 10198 of the Corporations Act at the
time that we request that the “securities be quoted.

We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *guotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

William Bass Date: 10 September 2004
(Company Secretary)

William Bass

+ See chapter 19 for defined terms.
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given thal the Annual General Meeting of Shareholders of Billabong International Limited will be held at the Grand
Mercure Hotel, Pacific Ballroom, 81 Surf Parade, Broadbeach, Queensland at 10:00 am on Friday, 22 October 2004.

ORDINARY BUSINESS
Financial report and directers’ and audit reports

1. To receive and consider the financial report, including the directors’ declaration, for the year ended 30 June 2004 and the related
directors’ report and audit report.

Re-election of Directors

2. MrGary Pemberton retires by rotation in accordance with Article 17.1 of the Company’s Constitution and, being eligible, offers himselt
for re-election.

3.  MrTed Kunke! retires by rotation ih accordance with Article 17.1 of the Company's Constitution and, being eligible, offers himself for
re-glection.

SPECIAL BUSINESS
Approval and Adoption of Executive Performance Share Plan and Executive Performance Share Plan Trust Deeds

The Company proposes the establishment of the Billabong International Limited Executive Performance Share Plan (“Plan”). The Plan is
designed to provide an incentive for executives ta achieve above average performance over the medium term in the company’s businesses
which will be reflected in higher earnings growth rates. Under the proposed Plan the directors of the company will be able to make an
award of fully paid ordinary shares in the Company at no cost to the executives. The shares will remain in the possession of the trustee of
the Plan and will not vest in the executive until the performance criteria specified by the Board at the time of the award of the shares have
been achieved. The directors of the Company currently expect that they will make awards of shares under the Plan each year.

The directors will instruct the trustee of the Plan to buy the shares on the share market with monies provided by the Company. Until the
shares are vested the executive will have certain entitlements in relation to those shares. The rules that apply to the award of shares are
set out in the Plan. Details of the Plan are set out in the Explanatory Memorandum that accompanies this Notice of Meeting. That detail
identifies the proposed performance criteria to apply to the award of the initial shares under the Plan.

Resolutions 4 - 6 deal with the adoption of the Plan and the award of shares to Messrs O’'Neill and Naude, two executives, who are also
directors of tha Company.

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

4. That the Billabong International Limited Executive Performance Share Plan and the Billabong international Limited Executive
Performance Share Plan Trust Deeds, copies of which are submitted to the meeting and signed by the Chairman for the purpose
of identification and the material terms of which are summarised in the Explanatory Memorandum that accompanies this Notice of
Meeting, be approved and adopted.

Award of Shares to Executive Directors under the Executive Performance Share Plan
Subject to resolution 4 being passed, to consider and, if thought fit, pass the following resolutions as ordinary resolutions:

5. That for the purposes of ASX Listing Rule 10.14 shareholders approve of the award of up to 65,000 fully paid ordinary shares in the
Company to Mr Derek O'Neill such shares to be awarded pursuant to the Billabong International Limited Executive Performance
Share Pian details of which are set out in the Explanatory Memorandum that accompanies this Notice of Meeting.

Pursuant to ASX Listing Rule 10.15.5, the Company will disregard any votes cast on this resoiution by Mr O'Neill and Mr Naude and
any associate of Mr O'Neill or Mr Naude. However, the Company need not disregard a vote jf it is cast by a person as proxy for a
person who is entifled to vote, in accordance with the dirsction on the proxy form or it is cast by a person chairing the meeling as
proxy for a person who is entitled to vote, in accordance with a direction on the proxy form to vote as the proxy decides.
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That for the purposes of ASX Listing Rule 10.14 shareholdsrs approve of the award of up to 65,000 fully paid ordinary shares in the
Company to Mr Paul Naude such shares to be awarded pursuant to the Billabong International Limited Exacutive Performance Share
Plan details of which are set out in the Explanatory Memorandum that accompanies this Notice of Meeting.

Pursuant to ASX Listing Rule 10.15.5, the Company will disregard any votes cast on this rescfution by Mr Naude and Mr O'Neill and
any associate of Mr Naude or Mr O'Neill. Howsver, the Company need not disregard a vote if it is cast by a person as proxy for a
person who is entitfed to vole, in accordance with the direction on the proxy form or it is cast by a person chairing the meeling as
proxy for a2 person who is enfitled to vote, in accordance with a direction on the proxy form to vole as the proxy decides.

By Order of the Board
William Bass
Company Secretary

Proxies

If you are unable to attend and vote at the meeting and wish to appoint a persan who is allending as your proxy, please complete the
enclosed form of proxy. This form must be received by the Company or the Company's share registrar, Computershare investor Services
Pty Lid, by 10:00 am on Wednesday, 20 October 2004.

The completed form of proxy may be:

3

Mailed to the Company at PO Box 283, Burieigh Heads, Queensiand, 4220,
Faxed to the Company at +617 5588 8654
E-mailed to secretary @billabong.com.au

Mailed to the Company’s share registrar Computershare Investor Services Pty Lid at Level 27, Central Plaza One, 345 Queen Street
Brisbane, Queensland, Australia 4000, or
Faxed to Computershare Investor Services Pty Ltd on +617 3237 2152

Further details in respect of the Special Business is set out in the accompanying Explanatory Memorandum.

The time for the purposes of determining voting entitliements pursuant to reguiation 7.11.37 of the Corporations Regulations wili be
7:00pm on Wednesday, 20 October 2004,
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EXPLANATORY MEMORANDUM

RESOLUTION 1 - FINANCIAL STATEMENTS

The Annual Report for the period ended 30 June 2004 has been provided to you with the material accompanying this Notice of Meeting.
Shareholders will be given the opportunily to ask gquestions of the Board of Directors and the Auditor in refation to the Annual Report at
the Annual General Meeting.

RESOLUTIONS 2 and 3 - RE-ELECTION CF DIRECTORS

Mr Gary Pemberien retires by rotation in accordance with the constitution of the Company. Being eligible, Mr Pemberton offers himself for
re-glection as a director.

Mr Ted Kunkel retires by rotation in accordance with the constitution of the Company. Being eligible, Mr Kunkel offers himself for re-election
as a director.

Profiles of Messrs Pemberton and Kunkel are contained in the Company’s 2004 Annual Report.

if re-elected, Mr Gary Pemberton proposes to stand down as Chairman of Billabong International Limited in the first half of calendar 2005,
but wil continue as a director of Billabong Internationat Limited.

If re-elected, and as agreed by the other directors, Mr Kunkel will assume Chairmanship of Billabong International Limited at that time.

The Board (other than Mr Pemberion) recommend you support the resolution for the re-efection of Mr Pemberton as a director of the
Company.

The Board {other than Mr Kunkel) recommend you support the resolution for the re-election of Mr Kunkel as a director of the Company.

RESOLUTION 4 — APPROVAL AND ADOPTION OF EXECUTIVE PERFORMANCE SHARE PLAN AND EXECUTIVE
PERFORMANCE SHARE PLAN TRUST DEEDS

The Company proposes the establishment of the Billabong International Limited Executive Performance Share Plan (“Plan”). The plan
is designed to provide an incentive for executives to achieve above average performance over the medium term in the Company's
businesses which will be reflected in higher earnings growth rates. Under the proposed Plan the directors of the Company will be able to
make an award of fully paid ordinary shares in the Company. The shares will remain in the possession of the trustes of the Plan pursuant
to the provisions of the Billabong Executive Performance Share Plan Trust Deeds (“Trust Deeds”) and will not vest in the executive untit the
performance criteria specified by the Board at the time of the award of the shares have been achieved. The criteria to apply to the initial
award of shares are identified below in point 4.

The directors of the Company currently expect that they will make awards of shares under the Plan each year. The directors will instruct
the trustes of the Plan to buy the shares on the share market with monies provided by the Company. Until the shares are vested the
executive will have certain entittements in refation to those shares. The rules that appty o the award of sharas are set out in the Plan.

Summary of the Billabong Executive Performance Share Plan
The tollowing is 2 summary of the major provisions of the rules of the Plan:

1. Eligibility: Executives, including executive directors and cther employees of Billabong and its associated companies will be eligible
to participate in the Plan as determined by the Board in its absolute discretion. No shares may be granted to any director of the
Company without the express prior approval of Billabong's shareholders.

2. Award: The Board may from time to time, and in its absolute discretion, award shares to executives in accordance with the terms
and conditions of the Plan, the Trust Deed and any applicable law. The shares will not vest with the executives unless and until the
performance criteria specified by the Board at the time of the award of the shares are satisfied. The expected performance criteria
for the initial award of shares are detailed below in paragraph 4. Until the performance criteria are satisfied the shares will be held by
the trustes of the Billabong Executive Performance Share Plan Trust {“Trustes”} and will be liable to be forfeited.
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3.

5.

Trust Deeds: The Board will from time to tims instruct the Trustee to subscribe for, or purchase shares with money provided by the
Company. The shares will normally be held by the Trustee until the shares have vested with the particular executive subsequent 1o
satisfaction of the performance criteria and an application for release has been accepted by the Company.

Performance Criteria: The Board will stipulate in an award of sharss to the executive the performance criteria which must be
satisfied before the shares vest with the executive. 1t is the current intention of the Board that the performance criteria will be based
on earnings per share (“EPS”) growth of Rillabong as determined by the Board over a three-year period (“Performance Period”).

The extent to which the performance criteria have bean met will be assessed by the Board at the expiry of the Performanca Period.
The perlormance criteria for the initial awards of performance shares to executives to be made in the financial year ended 30 June
2005 will be based on Billabong's EPS growth over the Performance Period of the three years ending 30 June 2005 to 30 June 2007
as follows:

(a) it annual compound EPS growth over the three years compared to the 2008/04 Financial Year (“Base Year") is less than
12.5% no shares will vest with the executives;

(b} if annual compound EPS growth over the Performance Period compared to the Base Year is equal to 12.5%, 50% of
the shares awarded will vest with the executive at the end of the Performance Period. if annual compound EPS growth
compared to the Base Year is greater than 12.5% but less than 15%, the proportion of performance shares vesting will be
increased on a pro-rata basis between 50% and 75%;

(9] if annual compound EPS growth over the Performance Period compared to the Baseé Year is equal {0 15%, 75% of the
shares awarded will vest with the executive at the end of the Performance Perlod. If annual compound EPS growth
cormpared to the Base Year is greater than 15% but less than 20%, the proportion of shares vesting will be increased on a
pro-rata basis between 75% and 100%; and

{d) if the annual compound EPS growth over the Performance Period compared to the Base Year is equal to or greater than
20%, all of the performance shares awarded will vest with the executive.

The Board retains a discretion to vary the perormance criteria.

Satisfaction of Performance Criteria: The Board must be satisfied in its absolula discretion that the performance criteria have
been satisfied. Once it is and once it has issued the eligible exscutive with what is described as a vesting notice, the shares will vest
in the executive and will be held by the Trustee on behalf of the executive pursuant to the terms of the Trust Deeds.

If the executive is an Australian resident for tax purposes, the vested shares will continue to be held by the Trustee for a period of up
to 10 years subject to certain dispesal restrictions unless and until the executive makes a successiul application to the Board for the
shares 1o be sold or ransferred at the Board's direction.

If the executive is not an Australian resident for tax purposes the executive must give the Company a request for the vasted shares
to be sold or transferred at their direction. 1f the non resident executive does not give the Company an application for release, the
Board at its absolute discretion may determine how the vested shares are to be sold, transferred or otherwise disposed of and may
give the Trustee such directions as it determines to give effect thereto. The non resident executive will be entitled 1o the net proceeds
from the sale of any vesied shares by the Trustee.

Entitltements: The eligible executive will be entitled to the foliowing share entitlements immediately upon the award of the performance
shares to them:

(a) income derived trom the shares including dividends;

(b) the right to participate in any dividend reinvestment plan or bonus share plan operated by Billabong in respect of all shares

held on the executive’s behalf;
{©) the right 1o receive notices of every general meeting of Billabong and any documents which accompany such notice; and
(d) the right to direct the Trustee to vota on the executive's behalf {to the extent permitted by law) in respect of the executive’s

shares by way of written notice to the Trustee not less than 72 hours before any general meeting of Billabong.

Disposal Restrictions: Once the Board datermines that relevant performance criteria have been met and gives the executive a
vesting notice, the vested shares of executives who are Australian residents for tax purposes will continue to be held by the Trustee
until the earlier of:
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10.

11.

12.

13.

14.

185.

(a) the date the executive ceases to be an employee of the Company or a related company;

) the date the Board, in its absolute discretion, approves an agplication by the executive for the vested shares to be
sofd by the Trustee or, transferred to the executive; and

(@) the 10th anniversary of the date the shares were awarded to the executive.

Trustee may withhold: In the event the Board in its absolute discretion approves an executive’s application for release of shares,
the Trustee may withhold a portion of the sals proceeds or the appropriate number of vested shares, whichever is applicable to satisfy
all costs and charges incurred by the Trustee and all tax liabilities required to be withheld by it or a related company, including any
taxes or other levies required to be withheld in relation to the vesting of an award or transfer of shares to the eligible executive under
the Plan.

Forfeiture: Unless and until the shares vest with the executive on satisfaction of the performance criteria, the shares will be subject
to certain forfeiture conditions. Unless olherwise determined by the Board, the executive will forfeit the shares if:

{a) the Board determines the executive has committed any act of fraud or defalcation or gross miscenduct in ralation to the
affairs of the Company or an associated company;

()] the conditions to which an award of shares is subject have not been satisfied within the relevant time period; or

) the executive's employment with the Company or associated company is terminated.

The Board may in its absolute discretion determine that any forfeited shares are to be sold, transferred or otherwise disposed of
and may give the Trustee such directions as it determines to give effect thereto including how any proceeds from the sale of the
forfeited shares are to be applied. An executive shall have no rights to the proceeds from any sale, disposal or dealing in the forfeited
shares.

Consideration: An executive will not be required to make any payment whatsoever for any shares awarded.

Termination: The Plan may be terminated or suspended at any time by a resolution of the Board. The Board shall, in respact of any
outstanding awards of shares, determine in its absolute discretion that either such awards shall lapse or performance criteria to which
the shares are subject be varied on such terms as the Board may determine.

Amendment: The Plan may be amended by resolution of the Board, provided there is no reduction of rights of executives in respect
of shares awarded under the Plan, except where the amendment is to:

(a) comply with or conform to relevant present or future State, Territory or Cornmonwealth legislation;
(b) correct a manifest error or mistake; or
(¢) enable the Company to comply with the Corporations Act 2001, the ASX Listing Rules or any other applicable law.

The Plan allows for rules to be adopted that provide for the grant of awards on additional or modified terms in relation to participants
in overseas jurisdictions to take account of local securities, exchange control or taxation laws or reguiations or other applicable
factors.

Administration: The Plan is adminisiered by the Board.

Maximum Shares: The maximum number of shares awarded under the Plan is fimited so that the total number of shares awarded
under the Plan together with shares issued or allotted under any other amployee incentive plan of the Company in any five year period
must not exceed 5% of the shares of the Company.

The 5% figure is the threshold which ASIC applies to prospectus relief for shares and options issued by a listed company under
employee share and option plans.

Non-resident executives: The Plan applies both 1o Australian executives who receive salary or wages within the meaning of s136 of
the Fringe Benafits Tax Assessment Act 1986 {Cih} (‘resident executives”) and to non-resident executives Le. those executives who
are, for taxation purposes, considered a resident of an overseas jurisdiction. The Board has an absolute discretion to award a non-
resident executive rights rather than shares if it considers the award of shares has or may have an adverse taxation consequence to
the non-resident executive and/or to the Company.
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Importance of Plan

The Plan enables the Company 1o grant shares to executives and senior managers of the Company which vest upon the satisfaction
of certain performance criteria. The Board considers the incentive to management under the Plan to be an xmportanl tool in attracting,
motivating and relaining talented employees and executives.

For this reason, the directors are seeking shareholder approval ef the Plan and the accompanying Trust Deeds. The Board intends that
this Plan will replace the current Executive Incentive Option Plan of the Company. Please note that no shares may be awarded to any
director under the Plan without prior shareholder approval.

Copies of the Executive Performance Share Plan and Trust Deed are availabla:

» on the Company's website at: www.billabongcorporate.com; or

* upon request, at the Company's registered address at 1 Billabong Place, Burleigh Heads, Qid 4220

Each of the non executive directors of the Company recommend this resolution to shareholders for the reasons set out in this explanatory
statement.

RESOLUTIONS 5and 6 - ISSUE OF SHARES TO MR DEREK O'NEILL AND MR PAUL NAUDE

The Billabong Executive Perormance Share Plan {“Plan”) referred o in Resolution 4 is proposad to ba adopted to provide an incentive for
executives by awarding shares in the Company for no consideration which vest with the particular executive once the agreed performance
criteria have been met.

Any shares issued 1o directors require approval of shareholders under ASX Listing Rule 10.14 including shares issued under the Plan.

The Company cumrently has two executive directors - Mr Derek O'Neill the chief executive of the Company and Mr Paul Naude the head
of the US operations of the Company.

The Board proposes that Mr O'Neill and Mr Naude participate in the Plan and be awarded the number of shares identified in their
respective resclutions.

The performance criteria attaching to those shares will be the criteria set cut in point 4 of the explanatory notes to Resolution 4 under the
heading Performance Criteria.

it is proposed Mr O'Neill be awarded a total of up to 85,000 shares in accordance with the Plan and Mr Naude be awarded a total of up to
65,000 shares in accordance with the Plan. The Company shall award the shares no later than 21 October 2007.

Details of any shares awarded under the Plan to Messrs O'Neill and Naude wiil be published in each Company annual report, including the
annual report that relates to the period in which awards have been made. That disclosure will be accormpanied by a disclosure that such
awards of shares were made pursuant to a meeting of shareholders in accordance with Australian Stock Exchange Listing Rule 10.14.

No awards shall be made under the Plan to any other executive director or associate of the director untit approval of such awards is made
pursuant to a meeting of shareholders in accordance with Australian Stock Exchange Listing Rule 10.14.

Each of the non executive directors of the Company recommends these resciutions.

Pursuant to ASX Listing Rule 16.15.5 the Company will disregard any votes cast on resclution 5 by Mr O'Neill and Mr Naude and any
associate of Mr O'Neill or Mr Naude and will disregard any votes cast on resolution 6 by Mr Naude and Mr O'Neill and any associate of
Mr Naude or Mr O'Neill.

However, the Company need not disregard a vote if it is cast by a person as proxy for a person wha is entitled to vote, in accordance with
the direction on the proxy form or it is cast by a person chairing the meeting as proxy for a person who is entitled to vete, in accordance
with a direction on the proxy form to vote as the proxy decides.
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This Concise Annual Report has been derived from

the Full Financia! Report for the year ended 30 June

2004. The Full Financial Report and auditor's report will
be sent to shareholders upon request, free of charge.
Shareholders should contact the Share Registry on
telephone number 1300 552 270, by fax on (+61 7) 3229
9860 or by email on brisbane services@computershare.

com.au 10 request a copy. Both the Concise Annual
Report and the Full Financial Report can be accessed
on the internet at Billabong's corporate wabsite:

www.billabongeorporate com.

The Concise Financial Report cannct be expecied
to provide as full an understanding of ihe financial
performance, financial position and financing and

investing activities of Billabong tnternational Limited and
its controlled entities as the Full Financial Report.

Billabong Internationat Limited {the Company) is a company
limited by shares, incorporated and domiciled in Austrafia.
Hs registered office and principal place of business is:

1 Billabong Place, Burleigh Heads Qid 4220

Through the use of the internet, the Company has
ensured that corporate reporting is timely, complete,
and available globally at minimum cost to the Company.
All press releases, financial statements and other
information is available on the corporate website:

For queries in relation 1o our reporting please call:

+ 617 55 899 B89 or e-mail secretary @billabong.com.au

The Annual General Mesting of Billabong International
Limited will be held in the Paclfic Ballroom of the
Grand Mercure Hotel, 81 Surd Parads, Broadbeach, Qid
on Friday 22 October 2004 commencing at 10.00am.
A formal Notice of Meeting and Proxy Form are enclosed
with this report.

-

Rilabong

Interngtional Limi




el Billabong International Limited's core business is the
el marketing, distribution and wholesaling of apparel,
accessories and eyewear under the Billabong,

o Element, Yon Zipper and Honolua Surf Co brands.
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Throughout Billabong’s 31-year history the Company has
demonstrated consistency in alt facets of its business,
Consistency in adherence to core brand values,
consistency in its commitment to developing a select
distribution channel and consistency in the delivery of
functional and innovative design and product.

After four years as a listed company that same long-
term consistency is apparent in Billabong International
Limited’s financial performance. Revenues, profif and
shareholder dividends have grown each year, with the
2003/04 year being a particularly good result when set
against & backdrop of fluctuating currencies. Looking
forward, another strang year is anticipated with projected
earnings per share growth in the range of 20%. | commend
0 you the detail of the outlook statement in the adjoining
address from our Chief Executive Officer.

Such consistency in product and performance is a
credit to the Company’s employees, who now number
approximately 1,300 worldwide, They are well led by
a guafity group of senior managers, who in turn are
supported by an experienced and well credentialed
Beard of Directors. At a time of much public comment
and analysis about boards of directors and their roles,
it is satisfying to chair a Board which demonstrates the
capacity of business to be reliable in its advice to the
market and honourable in the delivery of increased waalth
1o shareholders.

Collectively, your Board and employees will continue to
drive Billabong forward and ensure it maintains its position
as one of Australia’s leading international companies.

Wéu

Gary Pemberion
Chairman



The 2004 financial year provided numerous highlights
o the Company - both in branding and financial terms.
These highlights included

Increass In net profit after tax of 14.2% to $87.0 mitlion.
Sales up 8.3% to $674.7 million.

Earnings before Inferest, Tax, Depreciation and
Amortisation (EBITDA) up 15.0% to $144.1 million,

Earnings Per Share up 12.9% {0 43.0 cents per share.

Fuli-year dividend 26.5¢ per share (up from 23.5¢ per
share last year).

Revenue growth of 30.1% in the Americas in local
CUTENGY.

Revenue growth of 12,7% in the Europgan region in local
currency.

Revenue growth of 14.0% in the Australasian region.

Billabong continues te be one of the most international of
Australian companies with in excess of 70% of revenue
generated offshore.

T

nnod
PR

£

LWy



in a year punciuated by extreme currency fluctuations, it
is particularly pleasing for Biflabong international Limited,
one of Australia’s truly global companies, to deliver such
a strong resuit.

Net profit after tax was up 14.2%, sales were up
20.7% in local currencies, earnings per share grew and
group EBITDA margins fifted. The strong performance
contributed to a 12.8% rise in full-year dividend to 26.5
cents per share, fully franked.

The key lerritories of the Americas, Australasia {which
includes Japan) and Europe each experienced double
digit sales growth in local currencies.

The core Sillabong brand maintained its position as one
of the world's leading trands across the boardsporis
channel. At the same tfima, Element continued to build
market share and now accounts for approximately 12% of
group sales as reported in Australiar dolfars. Von Zipper
is building its presence in both eyswear and apparel
markets and now has a strong foundation or which to
build future growth. Honolua Surf Company, the Hawaii-
based apparel brand and retailer, was acquired during
the year and its potential should start to he realised in the
2004/05 financial year.
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On a retail {evel, Billabong maintaing its commitment to
its proven distribution channel that is supported largely
by independent speciafty retailers focusing on the surf,
sxkate and snow categories. Tha acquisition of Honolua
Surt Comparly has also introduced valuable refailing
experience to the group.

Marketing continues to be an area of great focus for the
group and the Company’s team of surf, skate and snow
athletes remains among tha best in the world. Billabong’s
two-time world surfing champion, Andy frons, i$ again
leading the world ratings heading into the final few svents
on the world four, He is being well supported by Joel
Parkinson, Mark Occhilupo, Taj Burrow and Luke Egan,
as well as a host of sponsored junior athletes around
the globe. Billabong also maintaing s commitment 1o
the staging and promotion of events, including three of
the men's World Championship Tour surfing events. A
range of other initiatives were also undertaken, including
the Bilabong Channel [V} Bus Tour in Australia and
involvement in the Billabong Odyssey big-screen surf
movie.

Looking ahead, forward orders indicate that the strong
nerformance posted in the 2003/04 financial year is
continuing into the 2004/05 year. Bilflabong maintains itg

“ebita by region.
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commitment to the annual delivery of 15% EPS growth.
However, considering the current level of the Australian
deltar and barring any unforeseen circumstances, both
net profif after tax and £PS will grow in the vicinity of 20%
in 2004/20085.

Lastly, { thank all management and staff for thaeir
contribution to the strong result and their continued
efforts in maintaining Billabong’s position as a congisten,
fong-term performer.

M/OQ//

Derek O'Neill
Chief Executive Officer




consolidated restlts

The consofidated net operating profit after tax ot $87.0
million represented an increase of 14.2% and continued
Billabong's history of delivering sustainable growth at a
good margin.

Consolidated sales revenue of $674.7 million represented
an increase of B.3%. Consofidated gross margins at
49.0% were well above the prior year (45.8%).

The consolidated gross margin improvement was
atiributable o three areas:

s increased purchasing power due to the higher
Australian dollar against the US dollar, which
contributed approximately 25% of the total margin
improvement;

+ improved pricing due to focus on garment design
{particuiarly in the USA operation}; and

+ improvernents in the supply chain (including lower
pricing and logistice costs}.

Earnings before Interest, Tax, Depreciation and
Amortisation (EBITDA) of $144.1 million was an increase
of 15.0% over the prior year, with the Australasian
segment growth of 33.9% a highlight. The consolidated

EBITDA margin increased to 21.4% from 20.1% in 2003.

les revenue

Royatties from third party licensees of $2.6 milfion
represents an 8.3% increase from 2003, reflacting strong
performance in South Africa and Bali, as well as strong
improvements in israel, Argentina, Peru, Singapore and
Turkey.

The Group's return on equity increased to 15.6% from
14.1% representing a 10.6% increass for the year, and
was defivered on a debt 10 equity ratio of 16.4%. Earnings
per share was 43.0 cents, an increase of 12.9% on the
prior year.

Interest expense decreased $1.8 milfion to $5.7 miltion
and reflected a combination of lower interest rates on
USD denominated borrowings and the replacement of the
US Debtor Factoring Facility as & finance source.

Income tax expense was $40.8 million or an effective rate
of 31.9%.
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resuft

Australasia performed very strongly. Sales grew 14.0% to
$152.7 million. EBITDA margins were up to 26.9% from
22.9%, with the improvement attributed o better sourcing
technigues and a positive foreign exchange contribution.
EBITDA of $51.8 million was up 33.8% on the prior year.

Australia performed exceptionally well, with double-digit
revanue growth and retailer fesdback indicating Billabong
earned greater market share and an elevated in-store
prasence.

product

Girf's apparel continued its impressive growth of the
past 18 months, with product design being the driver.
Key categories in girl's included {i-shirls, worked-over
denim and accessories. In men's, the continued evolution
of graphics has broken down all artwork placement
boundaries and Australian ranges reflect this new
direction. Weather-beaten colours were strong, while
washed-out denim remained important.

brands

Among the brands, Element perdormed strongly, with
range evolution and hardgoods contributing te the growth.
Revenue for Von Zipper almost doubled, with good sales
growth in iis eyewear being maiched by increased apparel
sales, particularly t-shirts and other tops.

Eisewhere in the region, Japan continued to emerge
as a key regional market. Sales revenue was up 30%
in local currency at an increased margin. New Zealand
experienced revenue growth of 42% in Jocaf currency, with
the increase including the contribution from a flagship
Billabong store which opened in December in a prime
retail location in Auckiand.

m

ng international {
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Billabong Europe had revenue growth of 5.2% in Australian
dolfars, or 12.7% in local currencies from €83.0 million to
€93.5 million. EBITDA of €17.0 miilion was 8.3% higher
than the prior year.

Standout regions during the period were Haly, whare
strong boardshort sales {ed to revenue growth, and
Germany, where revenue grew more than 850% off a low
base.

product

Key product categories in men'’s included raw and
over-dyed customised denim and sfim-fitting 1-shints, while
there was also a movement towards graphics on both the
inside and outside of garments. in girf's, vibrant washed-
back colours and layering were strong, as were taps with
print and embroidery combinations.

EBITDA margins were softer al 18.1%, down from 18.8%.
The general trading snvironment was challenging after a
difficutt winter, particularly with the strengthening Euro
and shifting price points.

brands

Among the brands, Element showed its international
reach with reverue continuing to grow and Von Zipper
continued to gain market acceptance. Growth in both
brands was off a low base.

Looking forward, itis anticipated animproved performance
trom Billabong Europe should become apparent in the
second half of the 2004/05 year.
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result

Biflabong has maintained exceptional growth in the US
in both the men’s and girl's markets. Sales revenue was
up 6.7% in Australian doffars, or 30.1% in local currency,
from US$175.9 million to US$228.5 million. EBITDA
in local currency was US$43.1 million, an increase of
33.4% on the pricr year, EBITDA margins strengthened
fo 1B.8%. up from 18.4%, reflecting management's
continued focus in this area. Billabong expsrienced strong
seff-through at retail.

proguct

Product design, coupled with strong marketing
campaigns, has increased ths awareness of Sillabong
and underpinned brand momenturn. Men's boardshorts
remained as strong as ever, slim-fitted tees and shiris
were popular and vibrant colours are starting to emerge.
important areas in girl's included denim and printables,
with layering a strong trend. Colours are also emerging in
girf's and this is a natural direction for surf.

Elerment achieved success across the US as the range
continued to evolve. Revenues were up in excess of 50%
in North America. The growth was experienced across
the coundry, with athlete appeaf a primary driver. Appare!
continued to strengthen and Element hardgoods sold at
record levels.

Von Zipper continued to penetrate the market, with
product development the key to its growth. Honolua Surd
Cormpany remained on target and made a mid single-digit
contribution to US sales growth.

Billabong's established distribution strategy remained
unchanged, with the sales growth primarily flowing from
independent speciatty retailers. Retail loorspace aliccated
o Billabong continuad {o increase in response to strong
demand.

Bilabong's Canadian business maintained its excailent
growth rate with revenues in local currency increasing
above 50%. Brazil showed the benefit of stronger
management introduced in September to post a 63%
increase in revenue and an improved margin.




our {eam

Billabong remains conscious of the need to provide a
challenging, rewarding and secure workplace for ils
employees.

The Company has approximately 1,300 employees spread
throughout a range ol areas including Australia, Japan,
New Zealand, Hong Kong, the United States, Canada,
Brazil, France and Spain.

Within each of those workplaces Billabong seeks to
develop and maintain a culture that reflects the heritage
of the brand. interaction between offices is promoted to
ensure consistency across different geographic regions.

Individuality is encouraged. Teamwork is embraced.
Convention is challenged.

Career advancement within Billabong remains a priority.
This helps ensure:

« continuity of performance;

« the retention of proven perlormaers;

« personal and professional growth amongst employses;

+ the maintenance of the unique culture within
Billabong;

« the building of a greater pool of candidates for future
prornotion; and

» the skills base of employees is broadened.

training

Billabong remains committed to the ongoing lraining
and further development of its people, thus supporting
improved organisational performance and individual
growth within the organisation.

As a global player in the surfwear apparel and
accessories market, Billabong recognises the importance
of linking training and development of iis people to the
business objectives which underpin the organisation’s
overall competitive strategy. This remains one of our key
strengths.

To this end, Billabong has established & number of
initiatives to ensure the skills of each regicn are shared with
offices globally. Ameng these initiafives is the installation
of video conferencing fechnology in key offices to facilitate
greater interaction between allied departments in diverse
geographic destinations. This is particularly important in
the area of design.
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Billabong also engages in the reqular trading of expertise
between officas. This involves the travelling of employees
to different cffices to share experiences and knowledge.
Such trips are undertaken on both an individuaf and group
basis.

The Company also remains committed to general training
in areas including:

* company policies and procedures;

» performance management systems;
» diversity and equity in the workplace;
* health and safety; and

+ rnanagement development programs.

safety

Safety remains a priority consideration at Billabong.

The Company undertakes ongoing Workplace Health
and Safety audits to ensure compliance with accepted
work practices. These extend beyond company-controlled
workplaces and into those of major contractors.

We aim to continue 1o attain a high standard of physicat
risk management of WHS by implementing preventative
strategies, by minimising risks to make the workplace safe,
and by improving supervisors’ and workers' performance
and knowledge.

social responsibility

Suppliers andiheirfactories are evaluated using Billabong’s
quality control processes with re-evaluation oceurring
annually. A factory evaluation involves an inspection of
a factory and detailed discussions with management
and employees. An evaluation looks at physical facilities,
quality perlormance and a compliance audit covering
employment ethics, working hours and wages, the
environment, health and safety and fire prevention. The
Company has a policy of ZERC TOLERANCE with
regard to the use of child labour, forced fabour and use of
factories where emergency exits are biocked or locked.

Posters oullining Billabong’'s Code of Conduet are
displayed in supplier factories. Thess posters, where
possible, include contact information for workers to
provide confidential feedback to Billabong.

Biflabong has always, both internally and within its
supply chains, trained staff to ensure, where possible,



il
e




they become multi-skilled or have the opportunity of
advancement within their trade or community.

Internally, Billabong is committed to the recycling of
screen printing ink, the recycling of cartons from imported
goods (>80%), and the minimisation of packing materials
for finished goods.

community

Billabong maintains its commitment to the staging of
youth and professional boardsport events internationally.
These events are staged with the highest regard to the
protection of the marine and surrounding environment, as
well as the cuttural integrity of the locations.

Events held overthe pastyearinclude World Championship
Tour men's and women’s surfing events and junior world
championships. in addition to these, Billabong has been
involved in various entertainment projects including surt
movies and television programs. Within Australia, the
Company has also gained wide support for a series of
youth entertainment evenis staged under the Billabong
Channel [V] Bus banner.

The Company continues to support a number of key

social and environmental initiatives. These include:

+« Surt Aid International, which promotes health
(especially malaria controf) and community
development programs throughout the Indonesian
Mentawai Islands

* Suririder Foundation, which promotes the conservation
and regeneration of foreshores

01

Ausiratia
Hong Kong

numbear of employees

billabong chasned [Vl bus
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Your Directors present their report on the consolidated
entity consisting of Billabong International Limited and the
entities it controfled at the end of, or during, the year
ended 30 June 2004.

directors

The Directors of Billabong tnternational Limited in office at
the date of this report are:

G.M. Pemberton AC
D. O'Neil}

M.A. Jackson AC
E.T. Kunkel

F.A. McDenald

(.8, Merchant

P Naude

C. Paull

Alf Directors held cffice during the whole of the financial
year and up 1o the date of this report.

principal activities

During the year the principal continuing activities of the
consolidaied emity consisted of the wholesaling and
retailing of sur, skate and snow apparse! and accessories,
and the licensing of the Billabong Group trademarks to
specified regions of the world.

dividends

Dividends paid o members diring the financial year were:
$'000

Final ordinary dividend for the year ended
30 June 20083 of 12.5 cents per fully paid

share paid on 10 November 2003 25,277

Intertim ordinary dividend for the year ended
30 June 2004 of 12.5 cents per fully paid

share paid on 14 April 2004 25,353

50,630

Final ordinary dividend for the year ended
30 June 2004 of 14.0 cents per tully paid
share declared by Directors and payabie
on 8 Novernber 2004 for sharehoiders at
record date of 25 October 2004
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28,486

review of operations

A summary of consolidated revenues and results by
significam geographical segments is se{ out below:

Segment  Segmeni
revenues  EBITDA
$'000 066
Australasia 182,684 51,754
Americas 323,139 60,830
Europe 158,806 28,832
Third Party Royatties 2618 2,616
677,345 144,132
Less: interest {5.210)
Degpreciation and Amortisation (11,045)
Frofit from ordinary activities 127,877
before income tax expense
income fax expense (40,842)
Profit from ordinary activities
after income tax expense 87,035

Comments on the operations and the results are set out
befow:

Profit after fax for the year ended 30 June 2004 of $87.0
million was up 14.2% on the previous year, a strong result
considering the negative impact un overseas sarnings by
a rising AUD. Revenue of $674.7 million represented an
increase of 8.3% for the full year, or 20.7% in local
currencies. At a segment level, revenue in America was
up 30.1% in USD, Australia was up 14.0% and Eurcpe up
12.7% in Euro. Consolidated gross margins at 48.0%
were considerably higher than the prior years 45.8%.
EBITDA lifted 15.0% {o $144.1 million or 27.0% in local
currenicies. The American segment was a highlight with
EBITDA growth in local currency of 33.4%. The
consulidated EBITDA margin increased to 21.4% from
20.1% in 2003.

americas

American saies totalled $228.5 million USD, up 30.1% on
the prior year. American EBITDA {iotalled $43.1 million
USD representing & result 33.4% higher than the prior
year. The American EBITDA margin was 18.8% of sales,
up from 18.4% in the prior year.

in Australian doliars, US sales were up 6.7% to
$323.1 million. EBITDA of $60.9 miflion was 9.3% higher.
Efernent continued to penetrate the market and its sales
now acecount for 12.0% of group revenue as reported in




Australian dollars, while the Billabong brand maintained
its position as the driver of sales in the region.

Both men's and girts apparel and accessories traded
strongly during the year.

Canada continued to grow strongly, with revenues in local
currency up in excess of 50%. Brazil posted & similarly
strong resut.

europe

Eurcpean sales totalied €93.5 million, a result 12.7%
higher than the prior year. European EBITDA for the year
totalled €17.0 million representing a result in Euro terms
8.3% higher than the prior year.

in Australian dolfar terms, sales revenue from Europe was
$158.9 million, representing an increase of 5.2% on the
prior year. EBITDA was up marginally to $28.8 million,
white EBITDA margins eased to 18.1% from 18.9% in the
previous year.

The general trading environment in Europe was
challenging after a difficult winter and the Company’s
performance in managing these changes was uneven
from region to region. A new general manager for Europe
was appointed through the vear.

Spain remained the key territory it the region, while Haly
and Garmany grew strongly frorn a lower base.

australasia

Australasian revenue for the pericd was $192.7 million, up
14.0% on the previous year. EBITDA of $51.8 million was
33.9% higher than the prior year, while the EBITDA
margin increased sharply to 26.9% from 22.9%.

Australia was a standout region recording double-digit
sales growth, with girl's apparel continuing to grow
strongly. Element and Yon Zipper both posted solid
gains.

Eisewhere in the region, revenues in local currencies
were particularly strong with Japan up in excess of 30%
and New Zealand up 42%.

statement of financial position, cash
flow items and capital expenditure

Working capital (including factored recsivables) at $157.4
miltion increased 17.6% for the pariod, which overall was
satisfactory given the revenue growth. Capital expenditure
of $24.5 million or 3.6% of sales includes the purchase of
Honolua (311.5 milfion) and was in accordance with




expectations. Nat debt remained constant at $85.1 million,
but is still relatively low at a debt to equity ratip of 16.4%
and interest cover of 25.5 times.

Cashflow from operations of $66.6 million represents a
33.5% increase afler adjusting for factoring facility changes
in the prior period.

significant changes in the state
of affairs

There were no significant changes in the state of affairs of
the consolidated entity during the financial year.

likely developments and expected
results of operations

The outleok for 2005 is for consistent growth maintaining
strong margins. The Company expects strong net profit
growth of around 20% driven by continuing robust revenue
growih in the Amaricas and Australasia and more
moderate growih in Europs.

Further information on fikely developments in the
operations of the consolidated entity and the expected
results of operations have not been included in this report
because the Directors believe it would be likely o resulf in

unreasonable prejudice to the consolidatad entity.

environmental reguiation

The consolidaled entity is not subject to significant
environmental regulation in respect of its activities. The
consolidated entity outsources the manufacture of more
than 88% of iis product and therefore its environmental
focus is directed towards its Supplier Policy which sets out
the standards that all suppliers must meet. All factories
that manufacture for the consolidated entity are
comprehensively evaluated annually fortheir environmental
performance, and evaluation criteria used includes
compliance with local laws and regulations, effluent
discharge systems, wasle water systems, emission
controls and control of hazardous substances.

meetings of directors

The number of meetings of Directors (including meetings
of committees of Diractors) heid during the year ended 30
June 2004, and the number of mestings attended by sach
Director were as follows:
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Director

Gary Pemberton AC
Non-Executive Chairman
Direrior since

4th Juiy 2000

Derek O'Neilf

Chief Executive Otficer
Director since

Sth March 2002

Margaret Jackson AC
Non-Executive Director
Cirecior since
dth July 2000

Ted Kunkel
Non-Executive Director
Dirertor since

19th February 2001
Allan McDonald
Non-Executive Director
Direcior since

dth July 2000

Gordon Marchant
Non-Executive Director
Diraecior since

Ath Juiy 2000
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Age

41

51

61

Experience

Gary Pemberton was previously Chairman of TAB
Limited, Qantas Airways Limited and Brambles
{industries Limited, and a directer of Commonwealth
Bank of Australia, CSR Limited, John Fairfax
Holdings Limited, Rio Tinto Limited, Queensland
Investment Corporation and NM Rothschild Australia
Pty Ltd.

Derek O'Neill was appointed as Chief Executive
Officer effective 1 January, 2003. He has previcusly
held senior management positions with Billabong,
including General Manager of Billabong's European
operations from 1892-2603. In 2002, Derek was
awarded a Chevalier #Ordre de Merite Nationale for
services to business in France.

Margaret Jackson is Chairman of Qanlas Airways
Uimited, Deputy Chairman of Southcorp Limited
and a director of the Australia and New Zealand
Banking Group Limited and John Fairfax Holdings
Limited. She is a former director of The Broken
Hill Proprietary Company Limited, Pacific Dunlop
Limited, and & former partner of KPMG Paat
Marwick's management consulting division. Ms
Jackson is also Chairperson of Methodist Ladies
College and former Chairman of Playbox Theatre
Company.

Ted Kunkel was previously the President and
Chief Executive Officer of Fosters Group Limited
and Associated Companies. He has extensive
international business experience.

Allan McDonald has extensive experience in the
investment and commercial banking fields and is
presently associated with a number of companies as
a consultant and company director. Mr McDonald is
Chairman of Australian Leisure and Hospitality
Group Limited and Ross Human Directions Limited.
His other directorships include Brambles Industries
Limited, DCA Group Ltd and Multiplex Limited.

Gordon Merchant founded Billabong's business
in 1873 and has been a major stakeholdsr in
the business since s inception. Mr Merchant
has extensive experisnce in promotion, advertising,
sponsosship and design within the surfwear apparef
industry.

Particulars of Direciors’
interests in Billabong
International Limited

Ordinary
Shares

12,675,9686"

Cptions

682,103

228,656

44,466

122,500

44,683,444

244,518



Particulars of Directors’ %, L
imerests in Billabong R
Imernational Limited ‘.”::4
Director Ags Experionce Ordinary Options {1}
Shares *
Paul Naude 48 Paul Naude was appointed President of Biltabong's 2,038,947 294,232 ;::
Executive Director American operations in 1988 and established L.,:L
Uirector since Billabong USA as & wholly owned activity in North 33‘:
14ih Novernber 2062 America. He has been involved in the surfing Gt
industry since 1873 with extsnsive experience in 3
apparel brand management,
Colette Paull 53  Colette Paull was one of the earliest employees of  1357,651* -

Non-Executive Director
Director since
dth July 2000

the Biflabong business in 1973. Since that time, Ms
Paull has been broadly invoived in the development
of Billabong's business from its initial growth within
Australia to its expansion as a global brand. Ms
Paull previously held the position of Company
Secrefary urtit t October, 1998

* In addiiion to the above hokdings, @ach of Gordon Merchant, Colotie Paull ana Gary Pemberton {"Oplicn Holders™) held an interest at 30 June 2004
011,023,777 (2003: 2,671,268} shares issued 10 employees under ihe Biliabong Executive Share Plan. Each of the employees was required 1o enter
into a Call Option Agreement with Ihe Option Holders, being persons associated with the founding sharehoiders or vendors ai the time of listing in
August 2000, Where an empioyes ceased 10 be empioyed by the Company within four yaars irom the tme the shares were issued In August 2000,
the Call Oplion Agreament gave the Option Holders the right 1o purchase all of the sharas issuad for $1.00 pursuant 1o ite Executive Share Plan,

The Call Option Agreement axpired in August 2004, and ail 1,023,777 shares vested,

directors’ and managers’ emoluments

The Human Resource and Remuneration Committee is
responsible for detsrmining and reviewing remuneration
arrangements for Non-Executive Directors, Executive
Directors and the management team. The commiltes
assesses the appropriatenass of the nature and amount
of emoluments on a periodic basis by rsference to
relevant employment market conditions with the overall
objective of ensuring maximum staksholder bensfit from
the retention of a high quality Board and executive.
The committes formulates proposals for shareholder
consent as appropriate from time to time. The Human
Resources and Remuneration Committee reports to, and
makes recommandations to, the full Board in relation to
Directors’ and managers' emoluments.

As well as a base salary, remuneration packages include
superannuation, performance-related bonuses and fringe
benefits. it is intended that the manner of payment
chosen will be optimal for the recipient without creating
undue cost for the Company. Executive Directors and

managers are alsc eligible to participate in the Billabong
Executive incentive Option Plan.

Share options have been issued:

(a) in part consideration of an acquisition, or

{b) to Executive Directors and managers, which may be
exercised where performance has met spacified criteria.

Remuneration packages are set at levels that are intended
to attract and retain managers capable of managing the
consclidated entity's diverse operations. Remuneration
and otherterms of employment for the Executive Directors
and managers are formalised in service agreements.
Remuneration of Non-Executive Dirsctors determined by
the Board is within the maximum amount approved by
the shareholders from time to time. Details of the nature
and amount of each elemant of the emolument of each
Director of Billabong iInternational Limited and each of
the five managers of the Company and the consolidated
entity receiving the highest emolument for the financiaf
year are as follows:




emoluments of directors of billabong international limited

| 2004

Post-
employment
Name Super- Total

annuation

$ $
G.M. Pemberton * 190,869
D. O'Neill 1,401,179
M.A. Jackson * 84,822
E£.T. Kunkel 76,497
FA. McDonald * 112,418
G.S. Merchant * 84,835
C. Paull * 84,822
P. Naude 1,597,587
Total m
emoluments of five most highly paid managers
of the company and the consolidated entity
2004
Nama Super- Total
annuation
$ $
P Casey " # { 8,251 867,135
8. Palfreyman * 11,002 716,484
S. Wilson - 639,046
J. Sehillereft . 3,963 581,008
R. Sanders 4,849 570,591
Total 28,065 3,374,264

.

Includes 53 weeks pay.

#  Includes $150,000 transfer allowance cash safary

“Managers® are employees who are involved in, concerned in, or who take part in, the management of the aflairs of Billabong
International Limited and/or related bodies corporate.




share options granted to directors and the most highly remunerated managers

There were no options over unissued ordinary shares of Billabong International Limiled granted under any employee
incentive plan during or since the end of the financial year to any of the Directors or the five most highly remunerated
managers of the Company and consolidated entity as part of their remuneration.

Mr J. Schillerefl received 15,289 options since 1 July 2003 to the date of this report as part consideration for the sale to {f}
Billabong of assets comprising the Element Skate operation. T

shares under option =

Unissued ordinary shares of Bilfabong Imernational Limited under option at the date of this report ara as follows:

issue date expiry date
Executive incentive Option Plan 11/08/2000 10/08/2005
Executive incentive Option Plan 18/06/2001 18/06/2006
Executive Incentive Option Plan 25/10/2001 25/10/2006
Executive incentive Option Plan 28/02/2002 28/02/2007
Executive incentive Option Plan 23/08/2002 23/08/2007
Options issued pursuant to Agreement 04/07/2001 30/06/2005
Options issued pursuant to Agreement 10/08/2002 09/08/2006
Options issued pursuant to Agreement 10/08/2003 09/08/2007
Options issued pursuant o Agreement 10/08/2004 09/08/2008

Total

Options tssued under the Biilabong Executive Incentive Option Plan are not transferable and are exercisable in thres
tranches. One third of the options become exercisable 24 months after the day the options are granted. Another third
become exercisable 36 months aftar the day the options are granted and the last third become exercisable 48 months after
the options are granted. Options may only be exercised if the performance criteria in respact of the options have been
met and tha holdsr is, or is the approved nominee of, an Executive Director or senior manager of the Company and/or of
any company related to or associated with the Company.

The Options issued pursuant to an Agreement are exercisable in three tranches. One quarter of the options become
exercisable 24 months after the day the opticns are granted. Another half become exercisable 36 months after the day
the options are granted and the {ast quarter become exercisable 48 months after the options are granted. These options
were issued in connection with the acquisition of the American based Element skateboarding brand by the Company's
wholly owned subsidiary, Rocket Trademarks Pty Ltd (ACN 087 257 522).

No option holder has any right under the options to patticipate in any other share issue of the Company or of any
other entity.
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shares issued under the exercise of options

There were 1,793,632 shares issued as a result of the exercise of options during the year.

5 .

¥4 rounding of amounts

‘::‘ The Company is of a kind referred to in Class Order 98/0100, issued by the Australian Securities & Investments
f;“: Commission, relating to the “rounding off” of amounts in the Directors’ Report. Amounts in the Directors’ Report have
;,T—i’ been rounded off in accordance with that Class Order 10 the nearest thousand dollars, or in certain cases, to the nearast
S doltar.

==« COrporate governance

In recognising the need for the highest standards of corporate behaviour and accountability, the Directars of Billabong
internationat Limited support and have adhered to the principles of corporate governance. The Company’s Corporate
Governance Statement immediatstly follcws this Directors’ Report.

This report is made in accordance with a resofution of the Directors.

lersilice/ o

Gary Pembarton
Chairman
Gold Coast, 23 August 2004
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approach to corporate governance

In March 2003, the Australian Stock Exchange (ASX)
Corporate Governance Council issued its Principles
of Good Corporate Governance and Best Practice
Recommendations. Your Directors have welcomed the
release of these Principles and have adopled them as
the basis of our responsibilities o stakeholders, including
shareholders, customers, employees and the community.

Billabong endorses the ten essantial corporale governance
principles and meets all of the ASX Best Practice
Recommendations with the exception of:-

2.1 Board composition

Messrs Pemberton and Merchant are substantial
shareholders. Substantial shareholders are defined in
the Recommendations as not being independent of the
Company.

2.2 Independence of Chairman

Mr Pernberton, as a substantial shareholder, is defined as
not being independent of the Company. In consideration
of the particular circumstances of the Company and the
background and experience of the incumbent Chairman,
the Board believes that it would be contrary {o the best
interests of shareholders to preciude him from the office
of Chairman on the grounds of being a substantial
shareholder.

3.1, 3.3 Code of conduct

Billabong supports and has adopted the Code of Conduct
published by the Australian Institute of Company Directors
in 1998. The Company has not adopted a separate Code
of Conduct for Billabong employees to complement the
strong sthical culture practiced.

For more information on Biltabong's governance practices
visit the corporate governance section on our websile:
www.billabongeorporate.com which includes copies of
relevant policies.

role of the board

The Board is responsibla for the direction and supervision
of the Company’s business on behalf of the shareholdars,
by whom they are elected and to whom they are
accountable. This includes ansuring that internaf controls
and reporling procedures are adequate and effective.
The Directers recognise the need to maintain the highest
standards of behaviour, ethics and accountability. The
Board draws on relevant corporate governance best
practice guidelines to assist in the oversight of the
Company's affairs.

Day to day management of the Company’s activities, and
the implemantation of corporate strategy and policy

objectives, is delegated by the Board to the Chief Executive
Officer and senior managers responsible to him.

The primary functions of the Board include responsibility for:

» formulating and approving objectives, goals and
strategic direction for management;

» monitoring financial performance including adopting
annual budgets and approving financial statements;

* ensuring that adequate sysiems of internal controt
exist ang are monitored for compliance;

» selecting, appointing and reviewing the performance of
the Chief Executive Officer and senior management;

» establishing limits of authority for the Chisf Executive
Officer and senior management in relation to capital
expenditure, acquisitions, divestments and identified
business drivers;

» aensuring significant business risks are identified and

appropriately managed;

« ensuring the Company conforms to environmental,
sociai and occupational health and safety requirements;
and

+ reporting to shareholders on performance.

Board policy requires all Non-Executive Directors to
participate in afi aspects of Board activities. Accordingly,
all Non-Executive Directors are required to serve on ail
Board committees., Each Board commiltee is chaired by
a Non-Executive Director, other than the Chairman of the
Company.

The Board has established an Audit Commiltes, a
Nominations Committee and a Human Resources and
Remuneration Committee which all operate under written
charters approved by the Board and are each composed
entirely of all Non-Executive Directors. All other functions
of the Board will be dealt with by the Board as a whols.

From time to time, the Board may establish special
purpose committess o deal with specific issues. Special
purpose commitlees are dissolved when the matfer at
hand is rescived.

All committees have the authorily to retain outside
resources and specialist assistance as required to
progress their objectives.

Matters determined by committees are submitted to
the tfull Board as recommendations for decision and
ratification. Minutes of committee meetings are tabled at
the immediatefy subsequent Board mesting.

The Board reviews ils own collective performance and
the procedures of the Board on an ongoing basis.
The Chairman meets privately with each Director as
appropriate to discuss Company matters and individuat
and collective performance of Diregtors. The Chairman's
performance is subject to review by the Board.
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31




32 | Bilabong nter

board composition & size

The Constitution of the Company provides that there wiil
be a minimum of three Directors and a maximum of ten
Directors.

The compusition of the Board is determined in accordance
with the following principles and guidelines:

+ the Board should comprise a majority of
Non-Executive Directars;
+ the Chairman should be a Non-Executive Director,;
» the Board should comprise Directors with
an appropriate range of qualitications and expertise.

The terms and conditions of the appointment and
retirement of Non-Executive Directors are set out in 2
letter of appointment. The appointment letler covers the
following matters:

¢+ the level of remunsration;

¢ the tenure of appointment;

» the expectation of the Board in relation to attendance
and preparation for alf Board meetings;

» the Directors' code of conduct;

+ the procedures dealing with conflicts of interest; and

*» the procedures governing the availability of independent
advice.

Non-Executive Directors do not receive retirement
benefits {(other than statutary superannuation payments),
do not receive bonuses or incentive payments, and do not
participate in option-based or other incentive schemes
for employees.

The Board shall meet as often as required to attend
to the affairs of the Company. Proceedings will folfow
meefing guidelines set down to ensure alf Directors are
made aware of, and have available to them alf necessary
information enabling them to participate in an informed
discussion of all agenda items.

Non-Executive Directors meet for a period of time during
each Board mesting without the presence of management
to discuss the operation of the Board and a range of othar
matiers,

The Chairman of the Board meets with and maintains
a regular dialogue with the Chief Executive Officer on
important Company matters.

Billabong's Constitution is available on our websits.

appointment of directors

Nominations ©f new directors, recommanded by the
Nominations Committee, are considered by the full
Board. The functions and members of the Nomination
Commiittee are contained in this Report. The Nominations
Committes uses a range of methods 10 access a wide
base of potential directors, considering the range cf skills
and experience required in relation to the:

¢ current composition of the Board;

* nead for independence;

+ strategic direction of the Company; and

+ geographic spread and diversity of Billabong.

The Board assesses nominated directors against a range
of criteria including background, experience, professional
skills, personal qualiies and their capacity to commit
themselves 1o the Board's activities.

director independence of management

The Non-Executive Directors do not have any business
interest or other relationship that could matenally interfere
with the exercise of their independent judgement and
their ability to act in the best interests of the Company.
Each of the Non-Executive Directors is considered by the
Board to be independent of management.

Non-Executive Directors regularly confer at scheduled
sessions without management present.

rofe of management

The Chief Executive Officer {CEO) is responsible for
the overall management and profit performance of the
Billabong group. The CEO manages the organisation in
accordance with the strategy, plans and policies approved
by the Board to achieve agreed goals.

chairman’s appointment
and responsibilities

The Chairman is appointed by the Board from the
Non-Executive Directors. The Chairman:

* provides appropriate leadership fo the Board;

 tacilitates Board discussions to ensure that the core
issues facing the organisation are addressed;

«  maintains a regular dialogue and mentor refationship
with the CEQ,

s monitors Board performance; and

+ guides and promotes the on-going effectivenass and
development of the Board and individual Directors.

conduct of board meetings

The Biflabong Board normatly holds nine formal Board
meetings each year and will also meet whenever
necessary to cayry out its responsibilities.

When conducting Billabong Board business, Directors
have a duly to question, request information, raise
any issue of concern, fully canvas all aspects of any
issue confronting Billabong and vote on any resolution
according to their own judgement.
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conflicts of interest

Directors are required to continually monitor any potential
conflicts of interest that may arise. Directors must:

» disclose to the Board any actual or potential conflicts of
interast that may exist as soon as the situation arises;

» take necessary and reasonable steps fo resclve
any conflict of interest within an appropriate period,
it raquired by the Board or deemed appropriate by that
Director; and

» comply with the Corporations Act requirements about
disclosing interests and restrictions on voting.

Directors are encouraged to discuss with the Chairman
any proposed Board or executive appointments they are
considering undertaking and should advise Billabong of
appointments to other companies as soon as possible
after the appointment is made. The same guidelines
apply with respect to related party transactions including
financial transactions with Billabong. Related pariy
transactions are required 10 be reported to the Board
and, where appropriate, raised for discussion at the next
Board meeting.

access to information

Directors are encouraged to access members of the
senior management team at any time to request refevant
information in accordance with prolocols adopled by the
Board.

Directors are entiled to seek independent professional
acvice at Billabongs expense in connection with the
discharge of their duties and responsibilities in a Bilabong-
related matter. Prior approval of the Chairman is required,
which will nct be unreasonably withheld. The Director
shall thereafter ensure that costs are reasonable. The
advice oblained must be made available to all Board
mermbers at the earliest reasonable opporiunity.

CEO & CFO assurance on financial reports

The Board receives regular reports about the financial
condition and operational resulis of the Biftabong group.
The CEO and CFO periodically provide formal statements
to the Board that in all matarial respecis the Company’s
financial statements present a frue and fair view of

Biflabong's financial condition and resuits.

board committees

The Board has established a number of commitiees to
assist in the execution of its duties and {0 allow detailed
consideration of complex issues. Current committees
of the Board are the Audit, Human Resources and
Remuneration and Nominations commiitees. Each
committee is comprised entirely of Non-Executive
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Dirsctors, 2 majority of whom are independent under the
ASX Best Practice Recommendations.

remuneration

Principles usad to determine the nature and amount of
remuneration.

The objective of the Company's remuneration reward
framework is to ensure reward for performance is competitive
and appropriate for the results defivered. The framework
aligns reward with achievement of strategic and financial
objectives and the creation of value for sharehoiders, and
conforms with market best practice for delivery of reward.
The Board ensures that executive reward satisfies the
following key crileria for good reward governance practices:

» competiliveness and reasonableness;

» performancs finked to strategic and financial
cbjectives; and

* transparency.

in consultation with external remuneration consultants,
the Company has structured a remuneration framework
that is market competitive and complimenary fo the
reward strategy of the organisation.

Afignment to shareholders’ interests:

*» has economic profit as a core component of plan design;

» the plan focuses on return on asseis and key
non-financial drivers of value;

* attracts and retains high calibre executives.

Alignment o program parlicipants’ interests:

+ rewards capability and experience;

» reflects competitive reward for contribution 0
shareholder vatus;

» provides a clear structure for earning rewards;

» provides recognition for contribution.

The tramework provides a mix of fixed and variable pay,
and a blend of short and long-term incentives. At senior
{evels within the group, the balance of this mix shifts to a
higher proportion of “at risk” rewards.

Non-Executive Directors
Fees and payments to Non-Executive Directors reflect the
demands which are made on, and the responsibilities of,
the Non-Executive Directors. Non-Executive Directors 